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THE AMERICAN CRISIS OF 1907. 

THE economic revulsion in the United States is still too recent 
to allow an exact determination of its consequences, and for that 
reason, its underlying causes cannot be thoroughly analysed at 
the present time. The crisis and panic which appeared during 
an early stage of the reaction may be taken, however, as a suffi- 
ciently distinct problem for separate examination, which can be 
studied with a reasonable measure of completeness from the 
material already at hand. At the outset it will be of advantage 

to make a more definite distinction than has been customary 
between fluctuations in business activity and the crises and 
panics which have frequently accompanied the transition from 
prosperity to depression. During the eighteenth and the greater 
part of the last century it would be difficult to find an instance 
of a period of decided trade reaction which began without sudden 
and violent disturbance, but in some countries, notably in France 

and Great Britain, recessions in business activity during the last 
forty years have come about with a noteworthy diminution of 
strain, sudden collapse, and general destruction of credit, even 
the crisis of 1890 being, properly speaking, a crisis averted. In 
the United States, on the other hand, crises have been no less 

frequent, and there has been no alleviation in their sudden and 

disastrous consequences. Crises are commonly ascribed to 
unsound conditions which have developed during years of busi- 

ness activity, but this is more properly an explanation of fluctua- 
tions in trade, unless we assume that crises occur when conditions 

are extremely unsound, and that with only moderately unsatis- 
factory conditions depression may come without sudden disturb- 

ance. In accord with this view many writers have called 
attention to the highly speculative character of business in new 
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and rapidly advancing countries like the United States, and 
have considered it the fundamental cause of the frequency and 
severity of crises in that country. 

It may, however, be questioned whether, in the study 

of crises, the central point of departure should be the analysis 
of general economic conditions. The banks are the storm centre 
in all crises, the chief symptoms of which are the destruction 
of confidence and sudden liquidation upon a large scale. As 
business is at present organised, the extent and, what is of 

vastly greater importance, the rapidity of liquidation is largely 
determined by the condition of the banks and by the policy 
which they are able to adopt. It may happen that general con- 
ditions have become so unsound that the banks, through the 
deterioration in the average quality of their assets, become little 
more than passive sufferers in the general catastrophe, and the 
American crisis of 1893 may perhaps be looked upon as of this 
nature. Confidence in the stability of the currency had been 
weakened by silver legislation. Agricultural prices had fallen 
to unremunerative levels owing to the increase in production 
consequent upon the rapid settlement of the public lands in the 
Western States, while farmers were heavily burdened with 
mortgage indebtedness. The railways had been extended 
beyond the requirements of existing traffic, and were burdened 
with bonded obligations and guarantees of dividends of smaller 
roads which had been absorbed often for speculative financial pur- 
poses. Finally the manufacturing industries of the country had 
been unhealthfully stimulated by an additional dose of protection 
in 1890, which led to ill-judged investments of capital and over- 
production in those industries which had been most favoured. 
It is therefore reasonably certain that the crisis of 1893 could 
not have been averted. But there are few crises which can be 
ascribed to an equal number of unfavourable influences, and, in 

any case, it is of primary importance to determine, from investi- 
gation of the banking features of a crisis, whether sudden liquida- 
tion and loss of confidence might not have been at least in part 
prevented. 

The crisis of 1907 is particularly worthy of study in this 
connection, because there is reason to believe that it might have 
been confined within narrow limits, even if it could not have 

been entirely averted. Nothing in the general economic condi- 
tion of the country has been disclosed, either during the crisis 
or in the subsequent months of depression, which can be regarded 

as so hopelessly unsound as to have rendered the explosion of 
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last autumn clearly unavoidable. The number of business 
failures was comparatively small, notwithstanding the strain to 
which the banking troubles subjected all branches of industry, 
nor were there many bank failures which may be accounted for 
by the impairment of loans from general causes. Some of the 

unfavourable influences potent in previous American crises were 
conspicuously absent, and this was most strikingly the case in 
agriculture. The preceding ten years of high agricultural prices 
had enabled farmers to free themselves from debt to an extent 
unknown since the beginning of settlement in the Mississippi 
valley. The harvests of the staple crops in 1907 were from 
10 to 20 per cent. less than in the previous year, but as some- 
what higher prices were being secured, the return to the culti- 
vation promised to be greater than ever before. It is therefore 
not surprising that bank failures in purely agricultural sections 
of the country, numerous in former crises, were.entirely absent 

during the recent disturbance. The railways were also in a 
satisfactory position compared with previous periods, and for 
some years had experienced great difficulty in handling their 
rapidly expanding traffic, though their facilities were being con- 
stantly increased. In the general commodity markets there was 
no pronounced accumulation of unsold goods, except in the case 
of RES the demand for which had fallen off on account of an 

attempt to hold the price at an exorbitant level. For other com- 
modities the existing means of production were apparently not 
beyond the prevailing rate of consumption at current prices. 
Indeed, it would be difficult to find an equally long period of 
business activity at the close of which the relative development 
of different industries would seem to have been similarly satis- 

factory. 
Turning now to indications of a less satisfactory nature, it 

should be observed that the more important disturbing factors 
were not peculiar to the United States. Everywhere the diffi- 
culty experienced in securing additional capital gave clear indi- 
cation that the advance of the previous years, even if continued 
at all, was to be at a less rapid pace. New issues of the highest 
grades of bonds were being marketed with increasing difficulty 
and upon more burdensome terms to borrowers, while higher 
average discount rates in the money markets of the world 
reflected the growing strain upon floating capital. Extravagant 
consumption retarded accumulation, while the demand of in. 

dustry and governments for capital was unabated. The inability 
to secure supplies of capital is not necessarily the cause of 
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serious disturbance. It may have serious effects, if it prevents 
the completion of work already under way, as in 1857, when the 
construction of many American railways suddenly stopped, 
because further capital could not be obtained. The recent in- 
ability to secure capital, however, has been almost entirely a 
check upon projected improvements, and has not made previous 
investments unproductive. The floating indebtedness of many 
manufacturing and trading firms was also large, but there were 
so few suspensions or failures from that cause during the crisis 
that it cannot be said to have been more than a secondary 
influence. 

During March and August, 1907, very general and con- 
siderable decline took place in the prices of stock exchange securi- 
ties, which, whatever the causes, by checking speculation and 
reducing the collateral loans of the banks, diminished the strain 
upon credit, and placed the banks in a better position to meet 
later emergencies. Fundamental conditions would ultimately 
have brought about a fall in the value of securities, but it may 
be questioned whether it would have been so extreme on that 
amount alone prior to the crisis, since stock markets are 

notoriously blind to the significance of anything beyond those 
influences which cause temporary fluctuations. The activities of 
the national and State Governments having the object of con- 
trolling railway and other corporations was certainly an influence 
which was largely responsible for the successive declines in the 
value of securities. Whatever opinion may be held as to the 
wisdom with which this movement has been conducted, it cannot 

be doubted that, in so far as it tended to prevent speculation, 
the country was in a better position to withstand the crisis of 
last autumn. Contrasted with the previous year, the financial 
position was vastly more satisfactory. In 1906 a speculative 
movement in stocks, of large proportions, had been continued 
into the autumn months, and was only checked by the inter- 
vention of the Bank of England, which discountenanced the 

enormous advance by London banks which had made it possible. 
Had a crisis broken out in that year, assistance from Europe 
could not have been secured. Moreover, there was a striking 
absence of new issues on securities on account of railway amal- 
gamations and industrial combinations, which in previous years 
underwriting syndicates were holding for sale by means of loans 

1 The large railway borrowings upon short term obligations during the two 
years before the crisis might have occasioned serious trouble if the crises had come 
somewhat later. 
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in Europe as well as in New York. For these reasons it is 
probable that the New York market was more independent of 
temporary foreign indebtedness at the beginning of last autumn 
than at the same time in any of the previous eight years. In 
financial circles the view has been expressed that the crisis was 
largely the result of Government interference with economic 
activities. The validity of this opinion can be more properly 
estimated after we have followed the course of the crisis, but it 

may be stated without qualification that in some important 
respects Government economic activity had indirectly tended to 
remove certain elements of weakness in the general situation. 

The initial episode of the crisis on October 16th was, as has 
often happened in previous crises, insignificant enough. An 
unsuccessful attempt to corner the stock of a copper company 
of secondary importance involved the failure of certain brokerage 
firms, including that of the brother of Mr. F. A. Heinze, who 
at the beginning of the year had become president of the 
Mercantile National Bank upon securing a majority of its stock. 
Mr. Heinze had acquired a large fortune from highly speculative 
operations in Montana copper properties, and distrust of his 
methods led many depositors to withdraw their accounts from 
the bank after the change of management. The resources of 
the bank seem to have been used to an increasing extent in the 
furtherance of copper enterprises and speculation, and the failure 
of the copper corner brought matters to a head. The bank was 
unable to meet an unfavourable balance at the clearing house 
which assumed large proportions because alarmed depositors were 
shifting their accounts to other banks. The request for assist- 
ance from the clearing house was granted after an examination 
to determine the solvency of the bank, and upon condition that 
the president and entire board of directors should resign. On 
October 21st the bank began business under a new management, 
and thereafter ceased to be a disturbing factor in the situation, 
though, it may be added, in January it was deemed advisable 
to close the bank for liquidation. While the reorganisation of 
the Mercantile Bank was being carried out, the clearing house 
was given an opportunity to intervene in the affairs of certain 
other banks whose management had long been regarded with 
distrust. One of the directors of the Mercantile Bank was 
Mr. C. F. Morse, whose activities in the industrial and banking 

world had been of an extreme character, even when judged 
by American standards. He first became prominent as the 
promoter of the American Ice Company, an enterprise disastrous 
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to its shareholders, and in recent years he had been chiefly 
engaged in the formation of a combination of shipping com- 
panies engaged in the Atlantic coasting trade. For a number 
of years he had been one of the largest owners of shares in 
New York banks, but, it is important to observe, only in banks 
of moderate size. He was a director in seven banks, over three 

of which he seems to have had complete control. In securing 
this chain of banks, the shares of one bank were used as a 

security for loans with which to purchase shares in another 
bank and so on in succession, while at the same time the various 

banks were efficient instruments for the furtherance of other 
enterprises. Mr. Morse had long been regarded with distrust 
in banking circles, and a clearing-house investigation of his 
methods had been made as early as 1902, but it led to no 

definite action. His connection with the Mercantile Bank 
seems to have frightened depositors in his other banks, and two 
of them were obliged to appeal to the clearing house for aid 
on October 19th. Assistance was granted upon condition that 
Mr. Morse and certain other persons associated with him should 
retire altogether from banking in New York. Various clearing- 
house banks subscribed to a fund of $10,000,000 to be used if 

necessary, and on Monday, October 21st, it may be said that 
the clearing house had completed the work of putting its affairs 
in order. The total deposits of these banks were only 
$30,000,000, and therefore it was not a very difficult matter to 

give them the necessary assistance, but their difficulties gave 
rise to a vague feeling of distrust, which assumed dangerous pro- 
portions when it became known that certain banking institutions 
outside the clearing house were also in need of assistance. 

The narrative of the crisis may with advantage be inter- 
rupted at this point to call attention to the significance of this 
Heinze-Morse episode as an example of a deep-seated cause of 
weakness in the American financial world. National banks are 
not permitted to open branch offices, and most of the States 

have enacted similar legislation. Consequently, banks are 
numerous, nearly sixteen thousand, if savings banks are in- 

cluded, and generally of small size. They are not large enough 
to be the principal business interest of those who own and 
control them. Upon the whole, the system has not worked 
badly, since the directorate has commonly included successful 
men from various occupations, but danger arises when, by 
securing possession of a majority of its shares, an individual or 
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group of closely associated individuals gain control of a bank 
for the purpose of furthering their own private undertakings. 
Unfortunately, there seems to have been a distinct tendency in 
this direction in recent years, and there is an almost entire lack 
of definite public opinion opposed to the practice. American 
good-natured optimism extends even to financial matters, re- 

garding which there is a painful absence of thorough unflinching 

criticism in any financial journal. The weak and ineffective 
American attitude is well illustrated by the following comment 

by an influential New York journal upon the particular case of 
the Morse banks: ‘‘ A few capitalists of no great standing, 
actively engaged in speculative industrial schemes of their own, 
were gaining control of a group of banks through mere stock 
ownership on a margin. . . . The possibility of danger had been 
known for six years past. If it be asked why no one interfered, 
the answer is that no one outside of the banking department had 
the right to examine the accounts of these banks and challenge 
the manner of control; second, that the very hazards involved 

in existing conditions rendered open accusation extremely peril- 
m9] 

Surely a money market in which urgently needed remedies 

are thus dreaded can hardly escape an occasional upheaval! A 
healthy tradition should be cultivated, which would lead de- 
positors to desert a bank known to be controlled by one man, or 
closely identified with a single industry. Even when honestly 
managed, there is the obvious danger which arises from the lack 
of a wide distribution of risks. 

Returning to the narrative of events in New York, it is to be 
noted that there had been nothing in the nature of a crisis during 
the week the clearing house was putting its affairs in order. 
Crisis conditions developed during the following week, and were 

occasioned by the difficulties of certain trust companies, a group 
of financial institutions outside the clearing house. Trust 
companies were originally formed, as the name implies, to act 
as trustees, and, until about twenty years ago, had confined them- 

selves closely to business of that nature. For the effective per- 
formance of their functions, they were necessarily given wide 

powers, and gradually it came to be perceived that they could 
engage in banking, unfettered by the restrictions imposed upon 
both national and State banks. Thereafter the number of com- 
panies increased rapidly in most American cities, but especially 

1 The Nation, Oct. 24, 1907. 

ous 
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in New York, where, in recent years, their deposits have been 
not much less than those of the clearing-house banks.’ 
Relations between the banks and the trust companies 
had been somewhat strained for a number of years. The 
banks complained of the unfairness of competition with institu- 
tions which were not required to hold a large cash reserve, and 
in 1903 the clearing house adopted a rule which required all 
trust companies, clearing through members of the association, 
to accumulate a reserve which, though smaller than that of the 

banks, was considerably larger than was held by most of the 
trust companies. Rather than submit to this condition, most 
of the trust companies gave up clearing-house privileges, the 
most important exception, curiously enough, being the Knicker- 
bocker Trust Company, the troubles of which began the second 
stage of the crisis. 

The Knickerbocker Trust Company was the third largest trust 
company in New York, having deposits of $62,000,000. The asso- 
ciation of its president with some of the Morse enterprises en- 
gendered distrust, which made itself felt in a succession of un- 
favourable clearing balances. On Monday, October 21st, the 
National Bank of Commerce announced that it would discontinue 
clearing for the company on the following day. A committee 
representing other trust companies examined its affairs, without 
taking definite action, but a reassuring statement was issued by 
the Knickerbocker directors, in which the resignation of its 
president was announced. On Tuesday, after a run of three 

hours, during which $8,000,000 were paid out, the company was 

found to suspend. Whether the company could not have been 
assisted is not clear, but that, if possible, it would have been 

of advantage to the banks and other trust companies is certain. 
The size of the company alone rendered assistance an under- 
taking of no little difficulty. The condition of its assets at the 
time has not been disclosed, but that it could not have been 

hopelessly unsatisfactory is indicated by the reopening of the 
company in March under a plan of reorganisation adopted in 
the interests of its depositors and shareholders. The plan of 
reorganisation adopted, however, showed that the assets of the 
company were even then far from being in a liquid condition, 
and, in the absence of any association among the trust com- 

1 Some trust companies have remained true to their original purpose, and trust 
funds and other more or less inactive deposits make up a considerable proportion of 
the deposits of nearly all of the companies. It is reasonably certain, however, that 
their banking deposits are at least equal to half those of the clearing-house banks. 
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panies, or of responsibility on the part of the clearing-house 
banks, the suspension of the company was unavoidable. 

Equally favourable judgment cannot be passed upon the 
means which were adopted at the next stage of the crisis. On 
Wednesday, October 23rd, a run began upon the Trust Company 
of North America, the second of the trust companies in size, 
having deposits of $64,000,000. The president of the Knicker- 

bocker was one of its directors, but the unfortunate disclosure 

that its affairs had been the subject of a conference on Tuesday 
was the chief influence in precipitating a panic among its de- 
positors. The company withstood a run which continued for 
two weeks, during which it paid out some $34,000,000, on Wed- 

nesday and Thursday paying $12,000,000 and $9,000,000. 
During those two days New York was threatened with a general 
panic. A number of other trust companies experienced runs of 
varying degrees of severity. A few small mismanaged banks in 
the outskirts of the city were found to suspend; loans could only 
be secured with extreme difficulty, and the fall in Stock Exchange 

prices was alarmingly violent. The Trust Company of North 
America was assisted, since its assets were apparently in a more 
satisfactory condition than those of the Knickerbocker, and even 
more because it was clear that the foundations of the entire 
credit system were endangered. The steps taken, however, were 
slow, and the means adopted were not sufficiently clear in import 
to renew general confidence. A committee of six trust company 
presidents was formed to receive applications for assistance, 
make examinations, and report to meetings of all trust company 

presidents. Money was provided in large amounts, but con- 
fidence was not restored until on November 6th announcement 
was made that a majority of the shares of the Trust Company of 
North America and of another trust company had been placed 
under the control of a committee of trust company presidents, 
and that the ‘‘ necessary financial arrangements had been made 
to enable both companies to proceed with their business.’’ The 
inference cannot be escaped that the New York money market 
is not adequately organised to cope quickly and effectively with 
an emergency. 

During the three days of heavy runs upon the trust companies, 
the strain upon the clearing-house banks was very severe. They 
had to furnish most of the money required by the trust com- 
panies, whose reserves were deposited with them, and at the 
same time they were shipping money to the interior for crop 
moving purposes, and they also suffered some loss in payments 
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to their own frightened depositors. On the other hand, they 
were strengthened by the receipt of $25,000,000 of Government 

deposits, with the result that the loss of cash for the week ending 
October 26th was only $13,000,000. The reserve was 

$254 ,000,000. These figures are taken from the bank statement, 

which shows average conditions for the week. Doubtless the 
actual loss was somewhat greater, but certainly the loss in reserve 
was not large after so eventful a week. 

At the close of the week there were many indications that 

the worst of the panic was past. Withdrawals of deposits were 
diminishing, the savings banks were exercising their right to 
require sixty days’ notice from depositors, and the trust com- 
panies had agreed to pay depositors, so far as possible, in certified 
cheques upon clearing-house banks. As a further measure of 
relief, it was decided to issue clearing-house loan certificates, a 
device the import of which is often misunderstood. It is not, as 

it is sometimes described, a partial suspension of specie payments 
in a disguised form. In ordinary times, clearing balances 
between banks are settled evenly by the payment of money. The 
clearing-house loan certificate makes it possible for a bank to pay 
in another way, though most payments continue to be made 
with money. Banks may pay with the certificates, which are 

issued upon the deposit of securities approved by a clearing- 
house committee appointed for the purpose. It is a sort of 
organised system for procuring rediscounts made by the banks 
as a unit instead of through single banks. The use of these 
certificates does not diminish in any way the obligation of the 
bank to pay, or the power of the depositors to secure payment 
on demand. It is a device of the very greatest utility, wherever 
there are many banks, which do not clear through the shifting 
of deposits on the books of a central reserve bank. It makes 
possible a liberal loan policy in time of crisis, by taking away the 
temptation to secure favourable clearing balances and thus 
accumulate reserves by restricting loans, while other banks are 
doing all in their power to relieve the situation. For several 
days before the issue of loan certificates, stock brokers had been 
unable to secure money on call from the banks, because each 
bank was unwilling to lend unless the other adopted the same 
policy. In order to sustain the stock market from utter collapse 
it was found necessary to organise each day a money pool to 
which the various leading banks subscribed. After the issue of 
loan certificates that cumbersome and uncertain method was no 

longer required. 
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The belief that the worst of the disturbance in New York was 
over proved well grounded. ‘Trust company difficulties con- 

tinued for more than a week, until settled in the manner already 

described. There were no further bank failures, and no 

important failures of any kind. New York was only concerned 
with the later course of the crisis through its position as the 
reserve banking centre of the entire country over which the 
crises extended during the week ending November 2nd. A 
number of adverse circumstances had already been reported from 
various parts of the country while New York was struggling with 
its own difficulties. The various Westinghouse companies went 
into the hands of receivers on account of inability to secure the 
renewal of large floating indebtedness, and as a consequence the 
Pittsburg Stock Exchange was closed—an exchange dealing 
almost exclusively with local securities. The Heinze troubles 
involved a bank in Butte, Montana, and in Goldfield, Nevada, 

runs on the banks due to local causes forced them to suspend. 

In Providence, Rhode Island, a large trust company with deposits 
of $25,000,000 was obliged to close, and other smaller banks were 

subjected to runs. 
These widely scattered troubles are mentioned because they 

contributed to the alarm which spread throughout the country 
on account of the panic in New York. Everywhere the banks 
suddenly found themselves paying out money in response to the 
demands of frightened depositors, and were in turn forced to 
draw upon their reserves deposited with other banks. The 
evidence of lack of confidence in the banks is clear, and points 
to a serious problem in American banking. For an historical 
parallel in England we should need to go back to the first 
quarter of the last century. Explanation is simple, however, if 
the course of previous American crises is recalled. Seven times 

during the last century the banks suspended payment in some 

measure at least, and there has been a currency premium, the 

last occasion having been so recent as 1893. There is a well- 
grounded belief among the people that it will be difficult to 
secure cash during periods of economic disturbance. In all 
countries, in times of crisis, some depositors withdraw their 
money and hoard it from unreasoning fear. In the United 
States there are also withdrawals by prudent depositors who wish 
to be absolutely certain that they shall have the money needed 
in their affairs, and still others who are influenced by the prospect 
of a handsome profit, in a few weeks, through the sale of money 
at a premium. Former suspensions have established a tradition 
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which is an ever-present source of weakness, and which can only 
be broken by the successful endurance by the banks of the gtrain 
of a crisis. Last autumn provided an exceptionally favourable 
opportunity, since general economic conditions were far less 
unsound than on many occasions when payment was suspended 

in the past. Unfortunately, almost as soon as withdrawals 
began, and before the banks had suffered a serious loss in reserve, 
specie payments were suspended once more. It was a measure 
not taken as a last resource; it was simply a precautionary 
measure wholly without justification from anything which had 
occurred. Before the end of the week ending November 2nd, 
partial suspension was general throughout the country, though 
there had been but one important banking failure, a San 
Francisco trust company, with deposits of $9,000,000. The with- 

drawal of deposits and the hoarding of money were the only 

reasons which led to suspension where it was first resorted to. 
In some cities and by some banks it may have been necessary, 
because it had already taken place elsewhere, but this is 
improbable, because of the short time in which suspension 
became general. The extent to which suspension was carried 
cannot be accurately determined. It varied in different sections 
of the country, and with different banks, and also from day to day 
by the same bank. ‘The governors of some of the western States 
declared a succession of legal holidays, though not in every case 
at the desire of the banks. More generally the banks began to 
‘* discriminate ’’ in making payments. In Chicago, a central 
reserve city, ‘‘ the banks stopped shipping currency for two or 

three days to their correspondents south and west, but for the 
past day or two have resumed such remittances on a moderate 
scale in cases where the demand seemed imperative.’’ From 
various reserve cities came similar reports ; e.g., ‘‘ In Minneapolis 

and St. Paul the bankers agreed to suspend temporarily the 
payment of money on cheques, certificates of deposits, or drafts, 
except for small sums, and further, for the present, to furnish 

no money for bank correspondents.’’ ‘‘In New Orleans the 
associated banks have limited currency payments to any one 
depositor to $50, except in cases where deviation from the rule 
seems necessary.” ? 

Banks as well as individuals throughout the country were evi- 
dently hoarding money, and trying to collect still more. Their 
demands upon the New York banks suddenly assumed unprece- 
dented proportions. Even at this point, if the New York banks 

1 See Commercial and Financial Chronicle, Nov. 2, 1907, p. 1119. 
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had met every demand for money made upon them, it is 
probable that the banks elsewhere would have soon resumed the 
normal course of their operations, but they failed to do so, 
though they did not begin to discriminate so soon or in the 
extreme manner of the banks in some other cities. During the 
two weeks ending November 2nd, they sent $42,000,000 to 
interior banks, and their reserve was reduced by about the same 
amount and stood at $224,000,000. In the meantime, gold 

imports to the amount of $29,000,000 had been engaged with 
more in prospect. The position of the banks was far from 
desperate, yet they had already entered the fatal and discredit- 
able path of suspension, paying depositors at their own discretion. 
On October 31st, a premium of 3 per cent. was paid for money 
in New York, and a premium of varying amount, sometimes as 
high as 4 per cent., continued until the close of the year.! 

It is not possible to determine the extent to which suspension 
was carried in New York. It was stated with justice on behalf 
of the banks that money in large amounts continued to be paid 
out, and it was admitted that money was refused when it was 
believed that hoarding, whether by banks or individuals, was the 
object. On the other hand, when we find individuals, corpora- 

tions, and banks buying money at a premium with certified 
cheques, it cannot be doubted that the refusal to pay cash was 
something more than an obstacle to the unintelligent demands 
of frightened depositors. There is fortunately some evidence 
upon this matter, which is not derived either from the complaints 
of depositors or from the apologetic utterances of bankers. After 
November 2nd, the weekly bank statement shows almost no 
further decline in the cash reserve. On that date it was 
$224 000,000; on November 28rd it had been reduced by only 

$9,000,000, and thereafter it increased week by week, and stood 

at $251,000,000 at the time the money premium disappeared. 
In other words, at no time after the beginning of November did 
the New York banks supply the country with appreciably more 
than the additional money they secured through gold imports 
and in other ways, and not even all of that during most of the 
time that the money premium continued. It is significant that 

the much smaller banking reserve of the Bank of England was 
reduced during the first two weeks of this period from £24,000,000 

to £17,000,000 without the remotest thought of suspension. 

Whatever may have been the situation in the rest of the country, 

1 For a table giving the premium for each day see ‘* Hoarding in the Crises of 
1907,” by Professor Andrew, in the Quarterly Journal of Economics, Feb., 1908. 
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the New York banks proved themselves wholly unequal to the 
duties of their position as the central reserve banks of the 
country. 

It is not a little surprising to find that American financial 
opinion is far from unfavourable to the banks, the suspension 
of which seems to be generally thought to have been unavoidable. 
This opinion is a natural and inevitable consequence of an 
entirely erroneous habit of thought in the United States with 

reference to banking reserves. Before the establishment of the 
national banking system in 1863, insufficient reserves were a 
constant source of weakness of American banks. The national 
banking law required a certain minimum of reserve to deposits 
from all banks entering the system, the percentage varying with 

the location of the bank. For New York and other central reserve 
cities, of which there are still but two—Chicago and St. Louis 
—a reserve of 25 per cent. is required. Banks in reserve cities 
(now about forty in number) must also have a reserve of 25 per 
cent., one-half of which may be deposited in central reserve 
city banks. Other banks, commonly called country banks, must 
have a reserve of 15 per cent., three-fifths of which may be 
deposited in reserve or central reserve city banks. Under the 
influence of this legislation, undue importance has come to be 
attached to the ratio between reserve and deposit liabilities, 
which is consequently maintained at all costs. On November 
2nd, when the New York banks had $224,000,000, they were 

below the 25 per cent. requirement by the amount of $38,000,000, 
and a little later, when they still had $215,000,000, the deficiency 

was $54,000,000. This was an amount far greater than ever 

before and was apparently regarded by bankers and the public 
as a sufficient reason for partial suspension, and as evidence that 
everything had been done to the full extent of the power of the 
banks to relieve the situation.’ 

Without exaggeration, this arithmetical reserve ratio can only 
be adequately characterised as a sort of fetish to which every 
maxim of sound banking policy is blindly sacrificed. 

Outside New York the banks manifested an even more slavish 
attention to reserve requirements. In the absence of weekly 
statements, comparison must be made of the condition of the 
national banks on August 22nd and December 3rd, when reports 

1 For persistent failure to keep the required reserve, the Comptroller of the 
Currency may close a bank. There is no other specific penalty, and therefore it is 
not the requirements of the law that force the banks to maintain their reserve ratio 
in all circumstances, 
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were made to the Comptroller of the Currency. Taking all the 
banks in the system, cash holdings were reduced by only 
$40,800,000, while their deposit liabilities had at the same time 

been diminished to the extent of $350,000,000. The New York 

national banks alone lost $41,700,000, or more than all the banks 

of the system taken together, and had a reserve of 21°89 per 
cent. The other two central reserve cities lost $18,000,000, and 

were both below reserve requirements. The forty reserve cities 
held $28,000,000 less in December than in August, but were still, 

taken as a whole, somewhat above the reserve requirements. 

The city banks taken together paid out $87,000,000, but still 

had $414,000,000 against a deposit liability of $2,421,000,000, 

of which $143,000,000 consisted of deposits of reserve city banks 

in central reserve city banks. In the meantime the country banks 
increased their cash holdings from $199,000,000 to $246,000,000, 

taking more than half the amount lost by the city banks, and 
had increased their cash reserve percentage from about 7 per 

cent. to nearly 10 per cent. If the money holdings of trust 
companies and State banks could be secured, it would probably 
be found that they had absorbed all the money not taken by the 
country national banks, since a relatively larger proportion of the 
reserve of those institutions is normally deposited with city 
banks. 

The figures just given do not by any means show the amount 
of money paid out by the banks. During the three months before 
December, the money in circulation was increased by $72,000,000 

of Government deposits, by $70,000,000 from gold imports, and 
by an increase of $50,000,000 in the issue of bank notes. 

Nearly $200,000,000 was added to the money outside banks and 
trust companies, and most of this was probably hoarded.’ This 
is indeed a large sum, but for that very reason it is reasonable 

to suppose that the hoarding demand for money could have been 
satiated if the banks had refrained a little longer from adopting 
the policy of suspension. And finally, it may be observed that 
if in the end suspension had become unavoidable, it would not 
have made any serious difference whether the reserves of the 
banks had been but 10 per cent. rather than 20 per cent. of 
their deposit liabilities. 

The effects of this partial suspension cannot be stated in 

1 After suspension more money would necessarily be required for a given volume 
of business, since people would be chary of depositing in the banks money for 
which they could foresee a need in the near future. On the other hand, extensive 
use was made of certified cheques and of other evidences of bank credit for pay- 
ments, which in ordinary times are made with money, 
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general terms, because, as has already been noted, the extent 
of suspension varied in different places and with different banks, 
and with the same banks from day to day. For purely local 
purposes various substitutes for money, such as certified cheques, 
were in many places largely used even for small retail purchases, 
and for the payment of salaries and wages. Many factories 
were, however, closed, or went upon half time from the sheer 
impossibility of securing any medium for the payment of wages. 
A more general and depressing influence upon industry was due 
to the dislocation of the exchanges between different parts of 
the country. Domestic exchange became irregular, and at times 
it was almost impossible to secure it at any price. Drafts upon 
distant banks were of uncertain utility, for the banks would not 
always accept them even at a heavy discount. In every branch 
of trade, reports were made of rapidly diminishing sales simply 
on account of the currency situation. Some little time elapsed 
before this influence made itself felt in the production of com- 
modities. In the iron and steel industry, November showed a 
distinct decline, which was, however, small compared with 

December. Taking the earnings of the United States Steel 
Corporation as a measure, we find a reduction of about 25 per 
cent. in November compared with the same month in the previous 
year, while in December they fell away nearly 65 per cent. 
Pig iron production tells the same story, December production of 
1,234,000 tons, compared with 2,336,000 in October and 1,828,000 

tons in November. This severe depression was a direct con- 
sequence of the partial suspension of the banks, but even under 
the strain to which all industry was subjected, there were only 
1,180 failures in November with liabilities of $17,600,000, com- 

pared with liabilities of $12,000,000 in November, 1906. 

Further indication of the course of trade is afforded by the 
figures of railway gross earnings, which, compared with the 
previous year, increased in November by about 34 per cent., but 
fell off in December by more than 6 per cent. The reduction 
would have been greater but for the heavy traffic in commodities 
for export, notably cereals, cotton, and copper. The banks seem 
to have made special efforts not to disturb the export trade by 
means of which foreign gold might be secured. Exports for 
November and December were nearly $39,000,000 greater than 

in the same month in 1906, while imports fell off $51,000,000 

compared with the previous year. It is altogether likely that 
this abrupt change in the relative amounts of exports and imports 

would have led of itself to gold imports, but it is equally certain 
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that the enormous quantity of gold brought to the United States 
from foreign countries was in a large measure secured as a result 
of the currency premium. In November the net gold imports 
were $63,000,000, and in December $43,000,000. The currency 

premium enabled American bankers to bid fancy prices for gold 
in London, and when it was above 3 per cent. it was possible 
to import gold at a profit, even when exchange rates were at 
the normal export point. The ordinary safeguards of the banking 
reserves in foreign free markets for gold were made of no avail, 
and European industry was burdened with onerous rates of 
discount because American bankers were not “‘ playing the 
game ’’ according to the rules which long custom had established. 
Certainly the most obvious instincts of self-protection would seem 
to suggest the wisdom of restricting American open credits in 
European banks within definitely narrow limits. 

Many foreign observers have expressed the view that the 
American banking troubles were the result of deep-seated moral 
causes, assuming that the many disclosures during the last few 
years of corporate greed, mismanagement, and wild financing 
had created distrust of the banks. In the case of the early runs 
upon New York banks and trust companies, there is perhaps 
some ground for this opinion. It does not, however, apply to 
the banks in general. In the absence of branch banking, the 
banks in each place are, with few exceptions, owned as well as 
managed by local people. The misdeeds of trusts and railways 
cannot be supposed to weaken the confidence of the people in 
those of their neighbours who happen to be engaged in banking. 
It may, however, be thought that the withdrawal of their deposits 
by the country banks was due to the distrust of the bankers in 
the large cities, but since the crisis money has been returned to 
the city banks as in former years, though there has been no 
change in the management of those banks which might have 
restored confidence had it been lost. We are therefore driven back 
to the conclusion that the country banks were influenced in part 
by unreasoning fear, and to a greater extent by past experience 

‘of the difficulty of obtaining money from the reserve banks in 
times of crises. 

In the United States an equally mistaken explanation has 
found general acceptance—the inelasticity of the currency system, 
and in particular the difficulty of expanding a bond secured issue of 
bank notes to meet emergencies. In the recent crisis, however, 

there was no lack of expansion in the purchasing medium. 
During October there was an increase of $70,000,000 through 
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Government deposits in the banks and the issue of bank notes, in 
November $120,000,000 by similar devices and by gold imports, 
and in December there was an increase of $60,000,000. In 

another crisis these means might not be available. The Govern- 
ment treasury does not always hold a surplus; gold imports 
cannot be depended upon ; and Government bonds for circulation 
are not always procurable.’ For further emergencies, therefore, 
it may be advantageous to have a less rigid system of note issue, 
but no one should entertain the expectation that by that means 
alone troubles similar to those of last autumn will not reappear. 
No system of note issue can be devised which will be safe, useful 
for normal occasions, and at the same time will make possible 
an acceptable additional issue in time of crisis as large as the 
$250,000,000 by which the money in the country was increased 
in the last three months of 1907. Had greater freedom of issue 
been possible, it is more than probable that credit would have 
been extended in that form to sustain speculation and prevent 
some of that moderate decline which came before the crisis. In 
this connection, it should be noted that none of the measures 

now before Congress contain that provision which is most 
essential to secure a safe and truly elastic currency where there 
are many banks of issue, viz., the requirement that no bank 
shall pay out the notes of other banks. This is the usual practice 
of the Scotch and Canadian banks, and is followed because to 

their obvious advantage. In the United States, with its 
thousands of banks, the cost of note redemption would be heavy, 
and the specific advantage to any one bank would be trifling. 
Without definite legal requirements, it would not be done, and 

hitherto bankers have shown no willingness to accept such an 
arrangement, or, indeed, very little conception of its importance. 

The principal source of weakness in the American banking 
system can be traced to the large number of banks in the 
country. There are nearly sixty-five hundred national banks 
with aggregate resources of more than $8,000,000,000, nearly 

ten thousand State banks with resources about half as large, 

and about eight hundred loan and trust companies whose resources 
fall a little short of those of the State banks. The proposal of 

4 Late in November the Secretary of the Treasury sold $25,000,000 of Panama 

Canal bonds and $15,000,000 certificates of indebtedness, not because the Govern- 
ment needed money, but to provide further security for the issue of bank notes. 
For the former, 90 per cent. of the purchase-money was left on deposit with the 
banks, to whom their sale was almost wholly confined, and 75 per cent. in the case 

of the certificates. These sales were made under a strained interpretation of the 
law, and the addition to the circulation was small and came too late to be of real 

assistance. 
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a central bank of issue, which is favoured by many persons at 

present, would be of doubtful value among so large a number of 
banks and in a country having such varied conditions as the 
United States. The experience of other countries with a central 
bank affords little or no indication of its probable consequences. If 
branch banking were to be permitted, and if sufficient time were 
to elapse to allow considerable banking concentration and the 
acquisition of knowledge of its working, many American banking 
problems would be simplified, and the experience of foreign 

countries might be followed. 
In the existing state of public opinion in the United States, 

the acceptance of branch banking is unlikely, and therefore, in 
the consideration of legislative proposals, conditions arising from 
the enormous number of banks should not be neglected. The 
actual amount of money held by American banks (about 
$1,100,000,000) in proportion to their deposit liabilities 

($9,000,000,000) is large, but it cannot be used- effectively. It 

can hardly be expected that thousands of bankers can be made 

acquainted with the policy demanded by crisis conditions, and 
that they will have the courage and daring required to put it 
in practice. The undertaking which Bagehot set himself, to 
convince London of the proper policy for the Bank of England, 
was slight in comparison. In the future, as in the past, we 
may expect that in time of crises, each bank, or at any rate the 
banks in each locality, will forget that they are members of a 
closely interwoven system, and will act as if they were separate 
entities. In ordinary times, therefore, it is important that the 

banks should not become vitally dependent upon each other. The 
deposit of reserves in city banks has evidently been carried too 
far. The provision of the national banking law regarding the 
proportion of reserve which may be deposited should be changed. 
Instead of keeping two-fifths of their reserve, the country banks 
should be required to hold at least three-fifths, and instead of 
one-half, the reserve cities should be allowed to deposit no more 
than one-third in central reserve cities. The practice of deposit- 
ing reserves has been greatly stimulated by the payment of 
interest, usually 2 per cent., for bankers’ deposits. Even tem- 
porarily idle funds are sent to the city banks. The country 
banks normally have much more on deposit than is needed for 
their reserve requirements, and the rapid growth of State banks 
and trust companies in recent years has added enormously to 
deposits of this nature in city banks. This is, of course, 

especially the case in New York, where very nearly half the 
cc 2 
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deposits of the national banks are of that description. A law 
prohibiting the payment of interest upon bankers’ deposits would 
diminish their amount, and at the same time would make it 

possible for the city banks to keep larger reserves against them. 
Legislation of this kind, together with some provision for a 
heavily taxed emergency note issue, are the simplest and, upon 
the whole, the most effective legislative remedies for the 
recurring troubles among American banks, but, above all, a more 

intelligent understanding of the purpose of banking reserves is 
required. 

O. M. W. SPRAGUE 
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LABOUR ORGANISATION IN THE CUTLERY TRADE 
OF SOLINGEN. 

THE German cutlery industry, which is almost entirely localised 
in the town and neighbourhod of Solingen, presents many of the 
interesting features which are familiar to those acquainted with 
the light trades of Sheffield, and offers in addition a remarkable 
example of successful labour organisation, which has no equiva- 
lent in the English cutlery centre. Solingen differs from 
Sheffield in being a small town of 50,000 inhabitants, whereas 
Sheffield contains nine times that number. Indeed, the popula- 
tion of the whole area of the industry, including Solingen and 

the surrounding country, together with the adjacent towns of 
Grafrath, Héhscheid, Wald, and Ohligs, does not number one- 

third of the inhabitants of Sheffield. Throughout this area the 
staple industry is the manufacture of cutlery—the manufacture 
of tools, saws, and files, which are also Sheffield trades, being 

carried on in the neighbouring town of Remscheid, under totally 

different conditions, while to find the equivalent of the heavy steel 
trade of Sheffield it would be necessary to include the town of 

Essen. 

Sheffield and Solingen have for many generations been keen 
competitors in the world’s markets. They are curiously similar 
in situation. Both in the past have profited by the abundance of 
waterpower on the small streams in their respective neighbour- 
hoods, and the easy access to suitable stone for grinding, while 
the mountains of Westerwald formerly supplied Solingen with an 
abundant supply of natural steel of a fair quality, obtained directly 
by smelting with charcoal. To-day steam in Sheffield, and electric 
power in Solingen, are taking the place of the water-wheels, the 
grindstones are no longer purely local in origin, and both towns 

alike make large use of the finest Swedish iron, which is converted 
into steel in Sheffield. Again, in both places the large proportion 
of the operatives who are ‘‘outworkers,’’ have retained down to 
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the present day some of the independence of the medieval crafts- 
‘men. Although they no longer own the actual materials of their 
work, they still own all the necessary tools and equipment, and 
work at a time and place largely within their own discretion. 
Among the outworkers of Solingen, the threefold division into 
‘‘master’’ workman, journeyman (or ‘‘datal man,’’ as he is 

called in Sheffield), and legally bound apprentice, is still sharply 
defined. 

In Solingen the craft of the sword-maker has been carried on 
from the earliest times, and already in the fifteenth century they 
were incorporated in three Companies of the Sword-smiths, the 
Temperers and Grinders, and the Finishers, which were mutually 
exclusive as to membership. Originally all blades were forged by 
hand, but mechanical hammers driven by water-power came into 
use in the sixteenth century, and a vain attempt in the year 1687 

to prohibit the use of blades made in this manner only served to 
mark the predominance of the new method. Side by side with 
the technical transformation an economic revolution took place ; 
there grew up a body of capitalistic merchants or factors, and the 
workers became wage-earners, working on material supplied by the 
merchants. In 1571 the knife-makers in their turn attained to 
the privilege of an independent incorporation—six years later than 
the date of the earliest known Ordinances of the Sheffield Cutlers, 

though the members of the Sword-makers’ Companes retained the 
right to exercise this humbler craft until the middle of the century 
following. In 1596 Ordinances were passed requiring each master 
to be fully qualified as forger, cutler, and finisher; he was 

forbidden to employ more than one journeyman and one apprentice 
at a time; the use of blades made under mechanical hammers was 

forbidden ; he was required to strike his own mark on all his work. 
The Ordinances of 1687 were intended to re-establish the position 
of the worker as an independent craftsman, and to check the 
transition to the status of mere wage-earner, but by the middle of 
the eighteenth century the change was complete, and from that 
time onward the economic conflict has centred in the problem of 
maintaining a fixed scale of wages for the various branches of the 
industry. The grinders had already become wage-earners by 1607, 
when they obtained their first official scale, and this was extended 
to all branches in 1673. The last general scale under the Guild 

system was ratified in 1789. It gave 211 specific prices for the 
detailed work of forging and grinding knives, 200 prices for the 
details of cutler’s work, 10 prices for gold and silver decoration, 
64 prices for fork grinding, and a complicated list of prices for 
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forging and grinding pocket knives, arranged in seven classes. 
The ancient rule that no master should employ more than one 
journeyman and one apprentice was reaffirmed. In 1794 the 
Scissor Makers—a body of about 200 master workmen and their 
assistants, hitherto outside the Cutlers’ organisation—obtained a 
grant of incorporation, being the last section to be admitted to such 
privileges. In 1809, however, the whole Guild organisation was 

swept away, and a period of industrial anarchy engulfed the 
workers, who numbered more than 4,700, and rendered them 

powerless to withstand the devastating spread of the “‘ truck ”’ 

system, which was carried on by the merchants. This system of 
payment reached its full development in the period 1820-1840, and 
contributed greatly to the degradation of the ancient industry, and 
caused it to acquire an evil reputation, since the standard of work- 

manship sank to a low level under these conditions. In 1840 the 
establishment of an Industrial Court with a Board of Conciliation 
in Solingen provided some means of bringing the employers and 

their workers into harmonious relations ; but the modern organi- 
sation does not really begin until after the concession of the right 
of combination in 1869. Since that time the workers have been 

able to re-establish their position as independent outworkers, and 
to offer a stout resistance to the inevitable trend towards factory 
organisation. 

In Sheffield, at the present time, the large factory with many 
departments embracing all the various processes tends more and 
more to become the dominant type, and there is a steady though 
gradual decline of the system of outwork, which is now mainly 
restricted to those who work for “‘ little masters,’’ though there are 
but few firms which give out no work at all. There are two 
classes of ‘‘ little masters’’; the first occupy a small office and 

warehouse, and have little or no work done on the premises, but 

utilise the labour of outworkers, generally those who are neediest 
and the poorest workmen. They buy the parts of the article 
stamped out by machinery, and, having had them worked up, 

travel round to country towns and watering-places selling at prices 
at which they can defy the larger establishments who have heavy 
fixed charges and higher wage rates to meet. The other class are 

working grinders, or cutlers who employ a team of two to six men 
on time wages to work with them. Such a man rents a whole 

room in a tenement factory—a cutler’s shop or grinding “‘ hull ’’ as 
the case may be—and takes work wherever he can find it, either 
from the warehouse of one or more of the larger factories, or from 

little masters who do a factoring trade. Other outworkers are 
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single-handed, or employ a man and possibly a boy to assist them ; 
such was commonly the rule of the trade when the Unions were 
stronger. The outlook in the trade is not sufficiently attractive to 
cause a superabundance of boys. In the hand-forging branches 
the personnel is practically stationary, and the trade is rapidly 
being transferred to the mechanical hammers. 

In Solingen, as in Sheffield, the transition from domestic to 

factory organisation is steadily proceeding ; indeed, in the manu- 
facture of arms it is already accomplished, with the sole exception 
of the hardening process. In all branches the substitution of 
mechanical for hand hammers has transferred the forging process 
to the factories, in this respect presenting a contrast to Sheffield, 
where much of the finest cutlery is still hand-forged. The 
machine-grinding of razors has also found a foothold in Solingen, 
and electric ovens for tempering have reached an experimental 
stage. On the other hand, the operations subsequent to forging, 
namely the tempering, grinding and glazing, filing, hafting and 
finishing processes still to a large extent take the form of outwork, 
and are likely to remain so. A significant check has been given 
to the concentration in factories by the very rapid diffusion of 
electrical energy which has taken place among the outworkers ; 
this enables them to have at their command, in whatever quantity 
may be desired, the assistance of motive power for drills, lathes, 

grindstones and polishing wheels, and at the same time provides 
them with electric lighting—an important advantage where fine 
work is undertaken. To the grinders it has proved especially bene- 
ficial, since it has rendered possible the multiplication of private 
grinding shops attached to dwelling houses in the suburbs, and has 
thereby improved the position of many who would otherwise have 
to work either in the water-driven grinding wheels which are 
found on all the streams in the district, or in the steam-driven 

factories in the town. Thus, by means of these private installa- 
tions, a positive extension of outwork has recently taken place, 
and fresh shops are being provided at the rate of 200 per annum, 
half of which are grinding wheels. It may, indeed, be said that 
all manufacturers give out more work than they carry out in 
their own factories, and the largest firm in Solingen, who employ 
2,400 workers, only find work for some 800 on the premises. 

The outworking grinder either occupies his own shop, some- 
times singly, sometimes in partnership with one or more fellow- 

workers, or rents a “‘Stellung’’ (or “‘trow’’ as it is called in 
Sheffield) from the proprietor of a tenement factory, paying a 

Tales 
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weekly rent of from 1s. to 6s. per week, the larger sum being the 
most usual, but the former price still to be found in some of the 

more dilapidated water-driven wheels. For this rent he obtains 
shop room and power, but must supply his own grindstone (a new 
stone costs £7 to £8), glazers, and other tools.' If he employs 
another man or an apprentice to work with him he must pay 
double rent. The wages for which he works are thus subject to 
important deductions, which render the calculation of nett wages 
and nett labour cost of production a matter of some complexity. 
The local income-tax regulations allow a deduction from a 

grinder’s gross earnings, on account of expenditure on tools and 
rent, varying from 20 per cent. in the case of razor grinders to 
334 per cent. in the case of sword grinders. Even these figures 
do not, in some cases, represent the full extent of the outlay 
involved. 

At the opening of the nineteenth century there were in Solingen 
and the neighbourhood 4,700 cutlery workers, distributed as 
follows :— 

“ Privileged ” 
master Their ‘ Unprivileged” 

workmen, assistants. workers. Total. 

Sword makers ............ 580 480 570 1,630 
Knife makers ............ 400 600 700 1,700 
Scissors makers ......... 200 200 100 500 
CUI ONG — ivsccvesconcessus 500 400 — 900 

1,680 1,680 1,370 4,730 

It is noticeable that a considerable proportion of the total number 
of workers at that time consisted of ‘‘ wild,’’ or unprivileged men, 
who were included in the Guild. There were then 93 grinding 
wheels in the Solingen district. Work was irregular, being 
checked by frost in winter and by drought in summer, as well as 
by bad trade ; thus the grinder commonly spent part of his time in 
cultivating a plot of land. Steam wheels were first introduced 
about 1850. In 1832 there were 89 wheels; in 1860 there were 

105 ; in 1895 the number had risen to 189, of which 63 were driven 

by water and 107 by steam. ‘There are now some 700 grinding 

wheels, less than 30 being driven by water power, the greater 
number being small establishments with electric installations. 

No. of grinders. No. of grinders. 
TOGO. 66. c5.cccee 1,581 RO ek ecscece 3,727 
DOGO) fasiveeconces 1,846 ROI sense essaves 4,027 
PE akeccsesccs 3,007 EQ scaceevsids 5,033 

1 Similarly, a Sheffield table-blade grinder renting two ‘‘ trows’’ has to provide 
for a weekly outlay of about 15s. for rent and 6s. for materials. 
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Two-thirds of the grinders are now independent master workmen. 
The total number of cutlery workers is as follows :— 

Organised Organised 
in Local in National Un- 

Federation. Federation. organised. Total. 
GROIN xno csdcecdssss ccassen tes 3,189 1,070 774 5,033 
OEIORG | oss asase occ ssvesssuwstects 378 731 120 1,229 
Cutlers, Hafters, Filers, and 
WMD o's ccives tous cee 2,381 2,558 895 5,834 

5,948 4,359 1,789 12,096 

These figures are obtained from trade union sources, and may 
be taken to include all regular workers in the trade, though a 
strict census enumeration would probably increase the totals. 
The 12,000 thus employed are composed—in round numbers— 
of the following groups :— 

Employed in Number. 

PoGket-Erile Trade ...00506ccscsescarccseecces 8,300 
Lee ae ees 8,200 
Table-knife Trade 2,000 
Razor Trade ............ 2,000 
RR NID ss. ci'c crates cosasasctcccsces 500 
VATIONS .....0550:. Scavea uaa eeamdaus eta a unredasnaee 1,000 

12,000 

The four chief departments of the cutlery industry are the 

forging, the grinding, the putting together or cutler’s work proper, 
and tue final finishing, the first and the last being almost entirely 
carried out in the factories. In the forging process much 
machinery is employed. For razors and scissors die forging under 
a drop hammer is usual ; for table and pocket blades trip and tilt 
hammers are used, and in the case of the table blades more elabor- 

ate machines with two or four hammers operating against one 
another simultaneously. In all cases the superfluous metal is 
then sheared off, and the exact contour given to the article in a 
cold fly-press. In the case of mechanically forged goods, owing 
to the regularity of form attained, there is probably some saving 
of labour in the subsequent processes of grinding or filing, par- 
ticularly in the case of hollow forged razors. The grinding proper 
is carried out on large sandstone wheels, often seven to nine feet 
in diameter, moistened by a slight stream of water from a pipe. 
The top of the stone revolves towards the grinder as he sits facing 
it, holding his work against the face of the stone, with the help 
of hands and knees, some eighteen inches from the ground. This 
process finished, the same man takes his work to another room 
for the “‘glazing’’ or finer grinding; this is done on revolving 
disks of wood, about 18 inches in diameter, the leather-coated 

periphery of which is dressed with emery powder of varyiag 
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degrees of fineness. Goods of the best quality are given their final 
polish by means of rouge powder, on a wheel covered with soft 
leather, or by using a revolving brush or “‘dolly’’ and Vienna 
chalk. Work which cannot be adjusted to a revolving stone or 
wheel, such as scissor handles, must be filed. The occupation of 

the ‘‘cutler’’ proper is furnished by the process of putting 
together, as a pocket knife is built up out of numerous parts. The 
cutler’s work is a succession of skilful manual adjustments, each 
knife being a unique agglomeration of parts which are not inter- 
changeable with another knife out of the same batch. It is thus 
intelligible that the cutler, although his work is not particularly 
arduous or exacting, should enjoy a high reputation as a handy 
man for any manual job. The last process is that of the 
‘finisher ’’ in the factory, who gives the final external polish and 
leaves the article ready to hand to the customer. 

Especially in the grinding and putting together of cutlery goods 
the system of outwork is still prevalent. ‘Fhe grinder needs only 
simple motive power, and the cutler, until recently, was accus- 
tomed to do without power altogether, to make all his borings, 
&c., by hand, and to use a simple foot lathe to rotate his glazer. 

In such circumstances the attempt to concentrate the work 

in factories brings with it few economies, but it facilitates labour 

organisation. Outworkers are difficult to organise even for so 
fundamental an object as the defence of a common piece-work 
price-list. When large numbers of them live beyond the limits 
of the town, and may even work in their own homes, they acquire 
little of the esprit de corps of a factory, and the price-lists are 
exceedingly difficult to preserve from the insidious attacks of dis- 
counts conceded by needy workmen here and there when work is 
scarce. The chief reason why the grinders both in Sheffield and 
Solingen have been better organised than the cutlers is that they 
are more congregated at their work. In Sheffield, indeed, owing 

to ineffective organisation, few if any of the printed price-lists 
which are still found in the cutlery trades are literally adhered to 
at the present time. In Solingen the case is quite otherwise. 

Until recently the workers of Solingen were united in numerous 
sectional societies, each embracing those occupied in a single 
process in the manufacture of one of the staple articles. The 
formation of powerful sectional unions practically compelled the 
employers to unite in self-defence in their turn. Thus the basis 
of the present organisation is found in the existence of some thirty 
to forty sectional labour unions confronting a number of employers’ 
associations. 

H 
d 

i 
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The most prominent of these employers’ associations are those 
of the Sword Cutlery Manufacturers, the Pen and Pocket Knife 
Manufacturers, the Table Knife Manufacturers, the Razor Manu- 

facturers, and two Associations of Forge Proprietors, one of which 

is confined to Pen and Pocket Blade Forge Proprietors. Naturally 
many of the employers belong to two or more of these societies, 
according to the scope of their businesses. The leading labour 
unions, with which these have to deal, are the Scissor Grinders’ 

Union, with 1,250 members, the Table Blade Grinders, with 

about 900 members, the Razor Grinders with 700 members, the 

Pen and Pocket Knife Cutlers and Finishers, each with 650-700 

members, the Table Blade, Scissor and Fork Forgers with 560 

members, the Pen and Pocket Blade Forgers with 200, the three 

unions of Table, Butcher, Bread and Vegetable Knife Cutters, 

together including 480 members. It is worth while to glance at 
the history of the principal unions. 

Scissor Grinders’ Union.—-After the concession of the right of 

combination by the law of 1869, the grinders quickly seized the 
opportunity presented by a series of prosperous years, and built 
up a strong organisation. The Scissor Grinders’ Union was estab- 
lished in 1872, and ever since that time has remained one of the 

most powerful societies. The policy of enforcing their demands 
on individual firms one at a time soon brought home to the em- 
ployers the need for defensive alliances, and already in 1874 the 
Associated Scissor Manufacturers were able to make a firm stand 
for five months, during which period they gave out no work. In 
February, 1875, the injurious dispute came to an end, and an agree- 
ment was ratified which provided for the establishment of a joint 
Conciliation Board and a guaranteed piece-work price-list. Both 
sides were pledged to enforce the list on those masters or workmen 
who stood outside their respective organisations, and no alteration 
of the list could be entertained without three months’ notice. 
Agreements of this character have been in force for thirty years, 
and recently their operation has been extended to most branches 
of the staple trade. The price-list for scissor grinding was modi- 
fied in 1878, after which it was maintained unaltered until 1890, 

in spite of severe trade depressions and the competition of ‘‘ wild ’’ 
or unorganised workers at lower prices. Some evasion occurred 
which was made possible by the connivance of individual grinders, 
as, for instance, by giving a ‘‘full polish ’’ when only ‘‘ three- 
quarter polish ’’ was entered and paid for, but when such practices 
were discovered the employer was compelled to refund the defici- 
ency to the union. On the whole the agreement was successful in 
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securing steadiness of wages and in maintaining the quality of 
work. An increased list was conceded in 1890, which survived 

an obstinate attempt to break through the agreement made by one 
of the most important firms in the district during the years 1898- 
1900. This dispute ended in a victory for the grinders and the 
recognition of an even more favourable price-list. In the follow- 
ing year the Manufacturers’ Association attempted to effect a re- 
duction, and the Conciliation Board in this case failed to attain a 

pacific arrangement, as did also a special Board appointed jointly 
by the Central Committee of the workers and the Federation of 
Manufacturers’ Associations. The consequent strike and lock-out 
resulted, however, in the re-establishment of the scale, and in an 

undertaking to maintain it unaltered for three years. ‘The present 
list dates from October, 1907. It is an elaborate pamphlet of 45 
pages, one half of which is occupied by thousands of detailed 
prices applying to the immense variety of goods handled according 
to their kind, size and quality, the other half giving 125 drawings 
of the principal types of scissors dealt with and an index. The 
prices laid down are minimum prices, and are, as a matter of fact, 

exceeded by some of the best firms; they must be maintained 
under penalties by both the employers and the men. Repeated 
infringement involves the exclusion of the offending member from 
the society to which he belongs. The grinders may work for no 
master who does not pay the scale, and the employers are bound 
to refuse employment to any grinder who is convicted of taking 
less than the minimum. The Conciliation Board adjusts all ques- 
tions which arise between the two organisations. Three months’ 
notice of any proposed change of prices must be given, and altera- 
tions which are ratified by the Board can only come into force 
after another interval of three months, except by special agree- 
ment. The Board consists of seven employers and seven grinders 
appointed by their respective organisations; the chairman is an 
employer. The number of scissor grinders employed has trebled 
in thirty years. 

Table Blade Grinders’ Union.—As early as 1872 the table blade 
grinders carried out a successful agitation for a 25 per cent. increase 
of prices,in spite of the masters’ refusal to supply work during a 
four months’ dispute. Having little to fear from foreign com- 
petition they were able to dictate their own terms, and seem to 
have been masters of the situation during the period 1873-5, when 
the ‘‘ king ’’ of the grinders issued his mandates in the newspapers 
from day to day, and summoned employer and grinder alike to 
appear before him and justify wages given or received. The 
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employers, however, in 1875, followed the example of the scissor 
manufacturers, and formed an association. Two years later one 
of the chief firms attempted to introduce a new subdivision of 
work in the grinding and polishing, and to pay nett wages to their 
workers, the firm supplying all necessary tools and appliances. 
After a four months’ dispute the association came to terms with 
the men, whereupon the firm referred to left the association and 
the union broke down. It was not until 1887 that the table knife 
manufacturers came to a mutual understanding with the Grinders’ 
Union, and concluded the establishment of a price-list and a Con- 
ciliation Board. This Board was often called upon to investigate 
complaints against employers for abandoning the scale, and in 
many cases enforced the payment of an indemnity. In-1888 

another important dispute occurred with reference to the system 
of work adopted by the above-mentioned firm. This firm supplied 
its grinders with all those tools and materials which the inde- 
pendent outworker found for himself, thus destroying all uni- 
formity in the price paid for the work as compared with other 
firms, and in the eyes of the latter gaining for themselves an 
unfair advantage. In 1902 the Union demanded from the Manu- 
facturers’ Association an advance of prices ; the association replied 
that the competition of such firms as the above was hitting their 
members hard, and that a reduction of wages instead of an increase 
would be required if it continued. They also reminded the grinders 
that they were not carrying out their agreement to work for no 
firm who evaded the price-list, and threatened to withdraw from 
their obligation not to employ grinders who worked below the list, 
so that they might be free, if they wished, to obtain goods from 
the illegal firms. In 1903 the manufacturers expressed their 
willingness to adopt a new price-list, including rates for work on 
the new system, on the grinders undertaking to see that the illegal 
firms promised their adhesion also. The firm with whom the 
trouble originated adopted a special scale of payment for sub- 
divided work drawn up by a Commission,’ and undertook to ob- 
serve the new price-list. After a sharp conflict the new list with 
increased rates was ratified, and all the old obligations were fully 
restored. 

Pocket Knife Cutlers’ Union.—In this branch home work 
abounds, and there is a natural tendency to call in the assistance 
of women and children; moreover, since the workers are widely 

1 This firm pays nett wages, at a discount of 334 per cent. from the price-list. 
Together with two or three other firms, where a system of subdivided labour is in 
force, they are strictly boycotted by the trade unions. 
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scattered, and much of the work requires but little strength or 

skill, organisation is difficult, and standard rates are easily broken 

through under pressure of poverty. The Union was established in 
1889, but the prolonged negotiations for a common price-list were 
fruitless, and a five weeks’ strike finally took place in January, 
1895. Inquiries made at that time showed that there were 804 
master workmen employed, assisted by 223 journeymen and 358 
apprentices. Of this number 662 masters and 27 journeymen 
belonged to the Union ; subdivision of employments and women’s 
labour were common, and thirteen hours was the usual length of 
the working day. A Conciliation Board was established at the 
conclusion of the strike, which worked out definitions of standard 

qualities for the trade, but no agreement about prices could be 
attained, and the following year the dispute broke out afresh. 
This time the strike lasted seven weeks, and was assisted by con- 

tributions received from the cutlery unions in Sheffield. Finally a 
settlement was reached on the ground of mutual recognition of a 
price-list and the re-establishment of the Conciliation Board. A 

fresh list was adopted in 1900, which was enforced upon the manu- 
facturers who were outside the Association. In 1904 there arose 
a difficulty with an important firm with regard to the calculation of 
deductions to be made from the list for work given out in a more 
advanced state than usual, certain preparatory work being per- 
formed in the factory. In spite of the comparative weakness of 

the organisation an agreement was reached after a short strike. 
Pen and Pocket Knife Finishers’ Union.—The finishers, to the 

number of 600, stood firm through a ten weeks’ strike before they 
succeeded in securing a recognised list. This struggle cost them 
£5,000, and similar sums were lost both by other branches of 

workers and by the employers. New lists were subsequently 
obtained in 1900 and in 1907. 

Pocket Blade Grinders’ Union.—This organisation was founded 
in 1872, and the Pocket Knife Manufacturers’ Association in 1880. 

There was a strike in 1882, and a prolonged dispute in 1890, which 
was concluded on the recognition of a price-list and a Conciliation 
Board. Fresh agreements were ratified in 1907. 

Forge Workers’ Union.—In the machine forging, which has 
developed rapidly during the last twenty-five years, a price-list 
was first established in 1900, after an obstinate strike which caused 

the employers to unite in the Forge Proprietors’ Association, and 
join in a common Conciliation Board. In this struggle the 
workers were supported by the German Metal-workers’ Federation. 
The agreement in this case covers not only the establishment of 
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an agreed price-list and a Conciliation Board, but also deals with 
hours of work, Sunday work, employment of youths, and other 
matters. 

Both the employers’ associations and the labour unions are 
respectively consolidated in wider federations. Thus many of the 
employers’ federations belong to the ‘‘ Verband der Fabrikanten- 
vereine,’’ which was founded in 1890, and re-established in 1900, 

and which admits to membership not only employers’ associations 
but also individual manufacturers who have no opportunity of 
joining any existing organisation. This federation forms a second 
line of defence against the trade unions, and a further means of 
negotiation in cases where the sectional Conciliation Board has 
failed to settle a dispute. Its membership includes the chief asso- 
ciations, namely, the Manufacturers of Scissors, Table Knives, 

Pocket Knives, Forks, and Razors. Side by side with this federa- 

tion are two others, the “‘ Verein zur Wahrung der wirtschaft- 
lichen Interessen der Solingen Industrie ’’ and the ‘‘ Verband von 
Arbeitgebern im Kreise Solingen,’’ both established in 1903. The 
former is composed of individual manufacturers who own their own 
works, those who only employ outworkers being specifically ex- 
cluded. It is not confined to members of the cutlery trade. 
Voting is regulated by the total amount paid in wages and salaries 
during the previous year. The sum of £1,500 so paid gives a right 
to one vote, two are given for £3,000, three for £5,000, and an 

additional vote for each further £2,500 up to a possible maximum 
of twenty-one votes. The membership is not large numerically, 
yet it represents probably more than half the wages paid in 
Solingen, and the Association gains in solidarity what it loses in 
comprehensiveness. If one of the members is boycotted by a 
trade union no other member may employ the defaulting workers. 
On the other hand, a lock-out must be ratified by three-fourths of 
the votes at a special meeting. The other association, the ‘‘ Federa- 
tion of Employers in the Solingen District,’’ tries to embrace 
all employers, whether as sectionally organised or as individual 
members. Voting power here also is proportioned to wages and 
salaries. The object is to form an organisation which may coun- 
terbalance the practically universal organisation of the men. The 
Federation is one of the numerous similar organisations which are 
united in the ‘‘ Verein deutscher Arbeitgeber Verbinde.’’ It has 
a large membership, including the Associations of Foundry Pro- 
prietors, Sword-cutlery Manufacturers and Pocket-blade Forge 
Proprietors, and has on more than one occasion successfully inter- 
vened in disputes. 
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The Labour Unions are united on their side in two wider 
federations, as well as by a Central Committee of delegates, or 

Trades Council, with somewhat extensive functions. The purely 

local federation of cutlery workers known as the ‘‘ Industriear- 
beiter Verband,’’ which includes more than two-thirds of the 

organised workers of the staple trade, is of recent origin. It is 
a manifestation of the spirit of sturdy independence and jealousy 
of external domination which actuates the workers of Solingen, 

and is a friendly opponent of the local branch of the national 
Federation of Metal Workers (‘‘ Deutscher Metalarbeiter Ver- 
band’’). The latter is not confined to cutlery workers, but 
includes metal workers in miscellaneous trades, the latter consti- 

tuting half the membership of the branch. The rivalry between 
these two bodies has provided a keen stimulus towards effective 
organisation, and has materially contributed to the success of the 
labour movement in Solingen. 

The ‘‘ Central Committee of the Solingen Trade Societies ’’ 
was founded in 1899, and is composed of delegates from the 
sectional Unions affiliated to it at the rate of one delegate for the 
first 100 members, and an additional delegate for each additional 
300 members. The delegates appoint an executive committee of 
seven members and three supervisors. All the affiliated societies 
are bound to carry out the decisions of the Committee. The con- 
tributions are at the rate of 10 pfg. per month per member of 
the affiliated societies. The Committee gives no monetary assist- 
ance in the case of strikes or boycotts, except in extraordinary 
circumstances, but it affords legal defence in actions arising out 

of the activities of its members on its behalf. The Committee 
maintains a Labour Inquiry Bureau, which gives advice with 
regard to all matters relating to insurance, conditions of work, 
legal difficulties, taxes, military service, and the like; the. 

Committee also pays special attention to the enforcement of the 
beneficial provisions of the Labour Laws, and supervises the 
elections to the Industrial Court. 

The powerful and energetic organisation known as the German 
Metal Workers’ Federation, itself a member of an international 

federation, has for years carried on a keen agitation in Solingen 
with the object of affiliating the local Unions. It has been joined 
by the old trade society of the Forge Workers, and by the Foundry 
Workers—both of these groups being factory workers—and by 
the bulk of the cutlers, grinders, and finishers of pen- and pocket- 
knives, as well as by a large number of individual members 

belonging to other groups. 
No. 71.—vou. XVIII. DD 
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The local federation, the ‘‘Industriearbeiter Verband,’’ was 

established in 1907 in spite of the opposition of the Metal Workers’ 
Federation, and the reluctance of some of the stronger of the 
sectional Unions to abandon their independence, which sentiment 
had proved fatal to all similar schemes in the past. It is really 
the offspring of the Central Committee, and is an amalgamation 
of about thirty-five sectional unions or groups of workers which 

must each be affiliated to the Central Committee. Most of these 
sections had previously their own constitutions and funds, though 
they varied greatly in influence and efficiency. The Federation 
only admits individual members when there is no group organisa- 
tion for them to join. The total membership is more than 6,000, 

of whom the manufacture of scissors employs 2,360, table and 
other large knives 1,450, razors 790, pocket knives 540, and sword 
cutlery 410. Each section appoints two delegates if its member- 
ship is less than 200, and three if it exceeds that number. These 
delegates elect an executive of nine persons. When a dispute 
arises it is the duty of the executive to obtain full information as to 
its origin, the demands that are put forward, the number likely 
to be affected, the proportion of organised and of unorganised 
workers, the state of trade, and all other material circumstances, 

and report to the next meeting of the delegates ; these may ratify 
a strike or boycott by a vote of not less than two-thirds of the 
number present. The contributions paid by the members are at 
the rate of 50 pfg. a week for those over sixteen years of age, and 
20 pfg. a week for apprentices. Every master workman who 
employs a journeyman or apprentice is responsible for his con- 
tributions as well as hisown. The benefits are as follows :— 

Strike Pay.—Members over eighteen years of age draw 12s. a 
week, or if married 15s. a week and 1s. 6d. for each child under 
fourteen years, up to a maximum of 21s. a week. Apprentices 
receive 6s. when fourteen years old, increasing by 8s. for each 
additional year of age. 

Out of Work Pay.—Subject to six months’ continuous member- 
ship, members over eighteen years of age receive 10s. a week, 
under that age 4s. a week. Married members receive in addition 
1s. a week for each child, up to a maximum benefit of 14s. a week. 
The benefit takes effect from the seventh day of unemployment, 
and is limited to six weeks’ duration in one year. 

Sick Pay.—Subject to one year’s continuous membership adult 
members receive 6s. a week, commencing with the second week 
of sickness. This benefit is limited to twenty-six weeks’ duration 
in any year. 
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The effectiveness of the federation is shown by the mutual 
helpfulness of the branches to one another, the well-organised 
sections taking the part of the weaker, and refusing to work for 
an employer who evades the agreed scale. In this way the main- 
tenance of the established price-list is secured even in the case of 
unorganised employers and workmen. The employers’ associa- 
tions also support the policy of making the price-list universal, 
and put pressure on the Unions to secure recognition of the lists 
by those employers who are outside the associations, these being 
for the most part small masters and merchants who are trying 

to undersell the large houses by paying low wages. In 1906 the 
Flat-tanged-knife Cutlers, one of the worst situated branches, 
secured the consent of the Table Knife Manufacturers’ Associa- 
tion to an increased scale of prices to take effect on January Ist, 
1907. The assistance of the Table Knife Grinders’ Union was 
invoked in order to secure the adherence of the 160 employers 
who stood aloof from the Association. Oné firm, however, 

refused to recognise the list, and thirty outworking cutlers who 
had worked for the firm for decades went on strike. The inwork- 
ing cutlers belonged to the Metal Workers’ Federation, which 
refused to recognise the dispute. The inworkers, however, refused 
the terms offered by the firm, and both the grinders and cutlers 
went on strike before a settlement could be reached. 

In another instance a smal] but well-organised branch, the 
Scissor Finishers, came to the assistance of the large and powerful 

body of Scissor Grinders. The latter had been unable to secure 
the recognition of a new price-list by certain of the firms standing 
outside the Scissor Manufacturers’ Association, and in one case 

the dispute had lasted thirty-two years. The small but compact 
body of Scissor Finishers were able to bring the recalcitrant firm 
into line, and so terminate the long-standing quarrel in 1907. 

A good example of an old exclusive craft is found in the highly 
skilled occupation of sword hardening, in which three families, 
all outworkers, enjoy a complete hereditary monopoly. All 
attempts to supplant them by training workers in the factories 
have hitherto failed. 

Another interesting feature of the Solingen organisation is the 
prevalence of the time-honoured practice of insisting on the repay- 
ment by employers of any deficiencies of wages due to evasion 
of the wage scale which is proved against them. This is effected 
by the agency of the Conciliation Boards. During 1907 a total 
amount of £450 was received by the local federation from this 

DD 2 
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source, one employer alone having to pay £90. This money is 
used by the Unions for the relief of necessitous workers. 

Though not all the groups of workers are equally strongly 
organised, more than a score of craft organisations have now their 

own printed and ratified price-lists, and even where the organisa- 
tion is most defective the federation is able to secure a fair measure 
of uniformity. In every branch stress is laid on the policy of 
discouraging the worker from becoming an employer with a 
handful of men working with him, though he is given every 
assistance in maintaining and improving his status as a bona fide 
workman. With this object there is one regulation which is most 
rigorously insisted on, namely, the one which prescribes that no 
master workman may employ more than one journeyman and one 
apprentice at the same time. ‘This same rule, as we have already 
seen, was enforced by the Guild Ordinances in the sixteenth cen- 
tury. Thus regarded as a whole the position of the workers is 
exceptionally favourable, and it is not surprising to find that they 
present a fine body of men, remarkable alike for their prosperous 
industry, high intelligence, and sturdy independence. 

The fact that development of factory organisation has gone on 

concurrently with the creation of the labour organisation above 
described proves that the older crafts can prosper in the new 
circumstances of the industry. Indeed, it may well be that the 
concentration that has taken place has itself been a factor favour- 
able to efficient organisation. Though the transition to the 
factory system of production will run its course, it cannot be 
expected that the trade will for a long time to come be completely 
subservient to a machine process. The immense variety of pro- 
ducts in each branch of the trade makes it very difficult to 
standardise patterns or to adapt automatic machinery. A single 
forge may, for instance, have to deal with as many as 2,000 

different patterns of pocket knife blades. Again, in the grinding 
department the whole of the work except for some mechanical 
grinding of razors and table-knives is dependent on delicate 
manual skill, and the variability of the consistency of both steel 

and stone makes the problem of automatic grinding doubly baffling. 
Apart from these difficulties no method of machine grinding has 
yet been devised which can give a cutting edge to an article, and 
thus the finishing at least must be done by hand. So long as 
handwork survives the system of outwork is likely to con- 
tinue. The importance of diffused electric power in this 
connection has been already noticed, and its influence in 

counteracting the tendency to concentration. A_ further 

nT aa 
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condition essential to the prevalence of outwork must not be 
overlooked; this is the necessity of giving close attention 
to the improvement of technique and to the thorough training 
of apprentices. The former is encouraged in Solingen by the 
elaborately equipped ‘‘ Fachschule,’’ devoted exclusively to pro- 
moting the interests of the cutlery handicrafts, while the Indus- 
trial Code prescribes for all workers a compulsory term of appren- 
ticeship ratified by written indentures. The period of service is 
determined by the rules of the individual Unions, and in most 
cases lasts for four years beginning with the fourteenth year of 
age, though in the case of razor grinding it is one year longer. It 
remains to be seen whether the comprehensive system of federated 
organisation which is now in operation will prove itself equal 
to the storm and stress of trade fluctuation. The Conciliation 
Boards are a spontaneous growth arising out of the special circum- 
stances and needs of the industry, and thanks to the intelligence, 

patience, and good feeling which has prevailed on both sides have 
hitherto proved themselves a potent influence on the side of peace. 
Even the isolated cases in which they have failed to attain their 
object have only served to demonstrate their usefulness more 
completely. 

The revised statutes of the Table-blade Grinders’ Conciliation 
Board, which has been in operation since 1887, are here appended 
to serve as an example of the regulations which govern these 
bodies. A common Conciliation Board of the whole trade will 
shortly be established, and its rules, which are now under con- 
sideration, are expected to correspond closely to the following :— 

** Statutes for the Conciliation Board between the Table-knife 
Manufacturers’ Association and the Table-knife Grinders’ Union in 
Solingen. Effective from March Ist, 1904. 

“1. The list of prices and qualities is to be mutally established 
by the two organisations, and similarly with every alteration thereof. 

“*2. When either organisation regards as necessary an alteration of 
one or of all the prices, they must send written notification of the 
termination of the old price-list to the other party. Three months’ 

notice must be given, during which time the new prices must be 
completely arranged; they will come into force one month after the 
expiration of this interval, unless both parties agree upon another 
date. Prices for descriptions which are not included in the list, as 
well as for sub-divided work, come into force three months after 

agreement is reached. 
‘‘The Grinders’ Union, after the prices have been determined, 

must bring evidence within an agreed interval that the majority of 
the employers outside the Manufacturers’ Association have declared 
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themselves willing to pay the same prices, and that the Union has 
taken the measures that are necessary to convince themselves that 
the obligations entered into by these employers are scrupulously 

carried out. 
‘*3. A Commission, consisting of five members appointed by 

each party, has been established under the name of ‘ Board of Con- 

ciliation ’ to undertake the supervision of the punctual carrying out 
of all the regulations concerning the price-list, and to obviate such 

defects as may arise. 
‘‘4. The members of both associations are bound to make the 

strict maintenance of the details as to prices and qualities estab- 
lished by agreement their first consideration. When a difference 
arises between an employer and his workmen, every effort must be 

made to effect a prompt settlement on the basis of the existing 
regulations. If such an understanding is not attained, the duty of 

trying to adjust the matter falls on the executive of the Grinders’ 
Union. If a settlement is not arrived at even then, the matter will 

be placed in the hands of the Conciliation Board, whose decision is 
in every instance final. An appeal against the decision may be laid 
before the General Meeting of the association concerned. 

**To secure more effective control every employer must supply 

his grinders with wage-books. 
‘“* 5. The members of both associations are bound to submit their 

wage-books to the executive of their own association on demand. 
‘“*6. Wage deficiencies which come to light through the control 

exercised by the Grinders’ Union must be adjusted by the Executive 
of the Union with the employer concerned, in cases in which a 
memorandum relating to the point at issue has remained on the 
delivery note, and no notice has been taken of it by the employer. 

On the definite refusal of the employer to settle the matter, it must 
be immediately placed in the hands of the Conciliation Board, which 
must decide the question. Any member against whom complaints 

are made is bound to appear before the Conciliation Board, or to be 
represented; otherwise the matter will go by default. 

‘“*7. Wage deficiencies which the grinder himself reports to his 
Union within one month will be repaid to him after the settlement. 
Deficiences of longer standing are paid into the funds of the Con- 
ciliation Board. 

“*8. Deficiences, the settlement of which falls upon the Con- 
ciliation Board, must be notified to them within six months, and 
must be settled by them within three months after the notification. 

The Board has, however, the right to extend the period for settle- 
ment in cases where difficulty arises. 

“‘9. If a grinder is proved to have worked for less than the list 
price, he must, on the application of the Union, be refused work 

by the members of the Manufacturers’ Association until he has 
fulfilled the conditions imposed upon him by the Conciliation Board. 

‘“‘ Tf an employer be shown to have had grinding done below the 
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list price, and refuses to comply with the conditions imposed upon 
him by the Conciliation Board, then, on the application of the Manu- 
facturers’ Association, no member of the Grinders’ Union may work 
for him until he fulfils his obligations. 

**10. Neither association is authorised to take any steps against 
a member of the other association without the authority of the Con- 
ciliation Board. No publication in the Press of the names of 

members of the associations who are opposed to one another may 
take place in any circumstances. 

‘“*11. Members of the Manufacturers’ Association are bound, on 
the decision of the Conciliation Board (when the Board regards it 
as absolutely necessary) to lay their books relating to the dispute in 
question before the Presidents of both the associations concerned. 

‘**12. Should an employer apply for admission to the Manu- 
facturers’ Association, the first step must be to give notice to the 
Grinders’ Union. If the Union does not inform the Manufacturers’ 
Association within two weeks of any complaints against the employer 

in question, he may be admitted to membership. 
‘13. Moneys accruing to the funds of the Conciliation Board will 

be devoted to the support of necessitous grinders, by resolution of 
the Board. 

**14. The right of making alterations and additions to the above 
agreement is reserved.”’ 

G. I. H. Luoyp 



APPRECIATIONS OF MATHEMATICAL THEORIES. 

IIT. 

CONTINUING my retrospective survey of mathematical papers 
contributed to the Economic JournaL,! I come to Mr. Bicker- 

dike’s article on the ‘‘ Theory of Incipient Taxes,’’ published 
December, 1906. ‘The article should be read with Mr. Bicker- 

dike’s review of Professor Pigou’s Protective and Preferential 
Import Duties, with Professor Pigou’s remarks on that review, 
and Mr. Bickerdike’s rejoinder.” 

Mr. Bickerdike has accomplished a wonderful feat. He has 

said something new about Protection. The novelty is perhaps 
not conspicuous in the first of the two propositions which con- 
stitute his thesis :—‘‘ That in pure theory advantage is always 
possible in normal circumstances from either import or export 
taxation when the taxes are small enough.’’? This may seem 
at first sight to be a repetition of the doctrine which Mill and 
Sidgwick and Professor Nicholson have made familiar: that 
under certain circumstances a country may benefit itself at the 
expense of the foreigner by a customs duty. But it will be found 
that Mr. Bickerdike adds to our knowledge of the circumstances. 
He predicates advantageousness of a new class, ‘‘ incipient ’’— 
or small finite—taxes. There is novelty also in his second pro- 
position :—‘‘ In the case of incipient import taxes, the tendency 
to advantage is greater the more elastic the demand of the taxing 
country for the articles taxed.’’ That demand, it is explained 
in the context, is more elastic when there is an untaxed home 

supply, that is, when the tax is protective. This is a division 
very different from Mill’s, which expresses a generally received 
view :—‘‘ Duties on importation may be divided into two classes, 

1 See Economic JournaL, Vol. XVII. p. 221 and p. 524. 
2 See Economic Journal, Vol. XVII. pp. 98, 289, 583. 
3 The words which follow in the original, ‘‘except in one peculiar and unlikely 

case,” are here omitted; for it will be argued in the sequel that this peculiar case 
is not merely unlikely but impossible, 

Dail, 
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those which have the effect of encouraging some particular branch 
of domestic industry, and those which have not. The former are 
purely mischievous both to the country imposing them and to 
those with whom it trades.’’!... ‘‘A protecting duty can 
never be a cause of gain, but always and necessarily of loss, to 
the country imposing it.’” 

Observing this contrast, the reader will perhaps modify his 
first impression, and, not denying that Mr. Bickerdike’s doctrine 
is new, will begin to question whether it is true. But the 
appearance of extreme paradox will, I think, disappear upon 
further consideration. The opposition between Mill’s received 
doctrine and Mr. Bickerdike’s new thesis is not diametrical, 

as Mill was not adverting to the particular species of customs 
duties which Mr. Bickerdike characterises as ‘‘incipient.’’ Mr. 

Bickerdike’s second proposition, read with his first, is in keeping 
with the most recent results of the mathematical method 
applied to international trade. Thus Professor Pigou, in 

his Protective and Preferential Import Duties—published 

contemporaneously with Mr. Bickerdike’s article—argues that 
in a certain case, which I might describe as that of 

an ‘‘incipient’’ tax,? in Mr. Bickerdike’s phrase, ‘‘the direct 

burden [incident to raising an assigned amount of revenue] under 
a protective can be proved smaller than that under a customs 
plus excise duty.’’ He finds that ‘‘ there is no general a@ priori 
presumption either for or against the imposition of protective 
duties as a means to raising revenue.’’ ‘‘ This conclusion,’’ he 

observes, ‘‘is of course very different from the sweeping con- 

demnation with which popular Free Trade theory envelops all 

proposals in any way tainted with Protection.’’* I submit that 
free traders of the classical school have “‘ the root of the matter,’’ 

as Ricardo would say. In the balance of advantage they weigh 
the items of first magnitude. They “‘ take care of the pounds.’’ 
The pence which they neglect may as often occur on one side of 

the account as the other. But the balance would seldom be 
turned by taking account of the pence. Thus, on the one hand, 

it is little discredit to practical free trade that it neglects mathe- 

matical refinements; on the other hand, it is no presumption 

1 Political Economy, Book V. ch. iv. § 6, paragraph fifth from the end. Remote 
consequences such as the development of industries are not here in question. 

2 Loc. cit. antepenultimate paragraph. 
3 Prof. Pigou’s words, loc. cit. p. 31, are: ‘‘ Where all second powers can be 

neglected, including the loss of the consumers’ surplus pn that part of the con- 
sumption which the tax destroys” ; as to which condition see below, p. 399. 

4 Loc, cit. p. 32, 
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against Mr. Bickerdike’s thesis that it appears unacceptable to 

free traders of the purely classical school. 
As if addressing first those who are least disposed to accept 

his propositions, Mr. Bickerdike begins with an ‘‘ attempt. . . to 

show, by general reasoning, that they are not opposed to common 
sense.’’! When he has gone as far as it is possible to go by 
the highway of purely verbal reasoning, he strikes into a track 
which is more arduous indeed, yet not unfamiliar, a mathematical 

method employed by Dr. Marshall in the Principles of Economics. 
When with the aid of this method our guide has come within 
sight of his conclusion, he makes for it by a direct path of his 
own construction. Let us follow him as he proceeds by these 
convenient stages. 

I. Pace Aristotle,? a mathematician’s appeal to common sense 

and ordinary probabilities is not inadmissible when he deals with 
applied mathematics and the application is to human affairs. 
Mr. Bickerdike’s use of popular arguments would perhaps have 
been more persuasive if he could have found an _illustra- 
tion less quaint than the group of milkmen who are supposed 
to ‘‘agree that every time one of them sold milk he 
should make a contribution to a collective fund, in token of the 
fact that by putting his milk on the market he is doing some- 
thing to lower the price of milk to the disadvantage of his 
fellows.’’* But it is difficult to illustrate by domestic transactions 
the peculiarities of international trade. It has, indeed, in 

common with internal trade between non-competing groups, the 
essential attribute, exchange without mobility. But the proprium 
regional separation is attended with peculiarities that are hard 
to parallel. How else can we conceive as practicable that 
monopolistic power which a State exercises by its control of the 
transit over a boundary in space? Where else shall we observe 
the phenomenon of a level of prices in the transaction between 
members of a group raised or lowered by regulation of the 
transactions between members of the group and outsiders, some 

of the articles of which the price is thus affected being ‘‘ non- 
exportable ’’ ? * 

1 Economic JourNnAL, Vol. XVI, loc. cit. 
2 Ethics, Book I. ch. 3. 
3 Economic JourNAL, Vol. XVI. p. 530. 
4 As to the magnitude of this class the following opinion is expressed by 

Professor Taussig (in his article on ‘‘ Wages and Prices in relation to International 

Trade,” Quarterly Journal of Economics, August, 1906). ‘‘The quantity of such 
commodities is very great, and in all countries probably much exceeds that of 
commodities having a world range of price.” For a different view see Marshall’s 
Principles of Economics, Book V. 
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Whatever illustration is adopted, we must not expect to find 
any easy substitute for mathematical reasoning. It is very 
difficult, as Mr. Bickerdike observes, to give a convincing proof 
of his propositions by purely verbal reasoning. I have en- 
deavoured, without success, to lighten the difficulty by following 
the usual method of illustrating problems in international trade, 
namely, constructing simple cases of such trade. It is worth 
while describing these tentatives in order to exhibit more clearly 
the points at which the new theory purports to be an advance 
on the classical doctrine. In order to minimise the difficulties 
connected with the use of money, I adopt Professor Nicholson’s 
helpful conception, that of two countries whose mutual 
dealings are considered, one is large relatively to the 

other, so large that the level of general prices within that 
country is not disturbed by changes in the terms of international 
trade. If the theory in question—which has no _ con- 
nection with the relative size of _the trading countries 

—cannot be proved by ordinary reasoning in this case, 
neither can it be so proved in general. Let the large country 
be ‘‘ England ’’ and the small one ‘‘ Guernsey,’’ these proper 
names being used, like Mill’s ‘‘ England ’’ and ‘‘ Germany,’’ in 
a conventional sense abstracted from the actual facts of com- 
mercial geography. Let us begin by considering an extreme case, 
that in which one country has such a rigid sort of demand for the 
commodities imported from the other country, that, in Mill’s 
phrase, ‘‘a certain quantity is all that is wanted at any price; 
and that when that quantity is obtained, no fall in the exchange 
value would induce other consumers to come forward, or those 

who are already supplied, to take more.’’! The conception 
implies, in virtue of the continuity attributable to laws of 
demand, that a small rise in the exchange value will not induce 
the consumer to take much less. We may refer the case to the 
third of Mill’s ‘‘ three possible varieties in the influence of cheap- 
ness or demand.’’? Or let us rearrange his three varieties so as 
to form two classes, namely, E (elastic), ‘‘ the demand increased 

more than the cheapness,’’ and I (inelastic), ‘‘ less than the 

cheapness ’’’; the intermediate variety ‘‘as much as the cheap- 
ness ’’’ being treated as a mere limit. Then one of our countries 
possesses the attribute I in an extreme degree. Let the other 
country belong to Class E.* 

1 Political Economy, Book III., ch. xviii, § 2, second paragraph from the end. 

2 Ibid. § 5. 
3 The case in which both countries belong to Class I is not adapted to popular 



396 THE ECONOMIC JOURNAL [SEPT. 

First let the home country, that is, the country imposing the 
tax, enjoy the property E. For example, let England have a 
rigid demand of the sort defined for the early vegetables imported 
from Guernsey, but not so Guernsey for the metals, hardware, 
and other miscellaneous articles which she imports from 

England ; what would be the effect of an export duty imposed by 

Guernsey? England would continue to take the same amount 
of early vegetables at a money value augmented by the tax; and 
the balance of indebtedness could only be restored by her sending 
to Guernsey a larger quantity of her own products (the price of 
which by hypothesis remains constant). 

Now let Guernsey impose an import—instead of an export— 
duty. The duty will tend to check the amount of imports, and 
therefore their money value (Guernsey belonging to Class E). 
But England must pay for her imports of early vegetables, of 
which she will continue to take the same amount even if she 
has to pay more for them. The balance will be settled by 
England sending a greater quantity of hardware, &c., in return 
for the same quantity of early vegetables. But since the greater 
quantity of hardware, &c., has a greater money value (prices of 
English products being constant), the same quantity of early 
vegetables must have a greater money value; the price of early 
vegetables must be higher. But the producers of early vegetables 
being supposed, in abstract theory, to be in industrial competition 
with the producers of all other articles in Guernsey, the prices 
of all other articles, and in particular of labour, in Guernsey 
must rise. In the new equilibrium the national income of 
Guernsey, both real and nominal, will be greater than before ;! 

the Treasury will obtain a net gain. 
Similarly it may be shown that if England belong to Class E, 

Guernsey to the extreme form of I, England, by imposing either 
an import or an export tax, may draw to herself, as Mill would 
say, the whole tax. 

Now let us reverse the supposition, and, the other data being 
the same, suppose that the tax is imposed by the country which 
belongs to Class I. For example, let England, having a rigid 
demand for the early vegetables of Guernsey, impose an import 
tax thereon. The whole of the tax would be paid by the English 
consumer. The result is virtually the same if an export duty 

illustration, as it presents difficulties which can hardly be removed without the use 
of mathematics. 

1 Tt may be supposed that Guernsey has no other foreign customers but England, 

as Mill at first supposes with respect to Germany, and that the tax is a general one 
on all imports from England, 



1908} APPRECIATIONS OF MATHEMATICAL THEORIES 397 

is imposed by England, England still requiring the same 
amount of early vegetables. In exchange for that amount of 

vegetables Guernsey is willing to take the same amount 
of hardware, &c., as before. But the prices of exported 

hardware, &c., will rise by the full amount of the tax (the 

prices of these English products being constant in England). 
In the new state of equilibrium the level of general prices in 
Guernsey will be higher than before. But Guernsey will derive 
no advantage from this circumstance, since the prices of the 
articles in her international market have risen in a corresponding 
degree.1 The English consumers pay more money for the same 
amount of vegetables as before. The English Treasury gains as 
much as the consumer loses. England, as a whole, neither gains 
nor loses, abstraction being made of the friction incidental to 
manipulation of tariffs. 

It might be expected that the proposition thus easily 
proved for a species of Class I could be extended to the class 
generally. But, as we recede from the limiting case of rigid 
demand, there becomes sensible an item which baffles the 

estimate of advantage to the taxing country, namely, the priva- 
tion of those who are deterred from consuming the taxed com- 
modity in consequence of the rise in its price. 

Nor is the matter any clearer in the case which Mr. Bicker- 
dike seems to regard as typical,” where both the countries belong 
to Class E, each having an extensible demand for the products 
of the other. It is evident certainly that the reduction of con- 
sumption consequent upon taxation involves privation to the 
consumer. It may be argued that a country which by a customs 
duty limits its supply to the foreigner obtains thereby some 
advantage. But is it visible to the eye of ordinary reason, 
unaided by mathematical instruments, that for taxes not exceed- 
ing a certain magnitude this gain exceeds that loss? Of course, 
the duty may be so high that, in Mill’s words, ‘‘ the trade and 
its advantage would cease entirely.’’ The disadvantage certainly 
preponderates for very heavy taxes ; but where is the proof that as 
we pass from heavy to light and ultimately nominal duties, the 

gain to the Treasury by the foreigners’ contribution exceeds the 
loss in the way of privation to the consumer? Common sense and 
ordinary economics can discern nothing about a small tax except 
that it is small. ‘‘ The only thing that can be said for it is that 
it is a very little tax,’’ * as Lowe said about the registration duty 

1 On the supposition made in the last note. 

2 Economic Journat, Vol. XVI., loc. cit. 3 Hansard, April, 1869, 
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on corn, when proposing its abolition. Something more could be 
said for it on Mr. Bickerdike’s theory. But we have hardly begun 
the proof of that theory while we confine ourselves to verbal 
reasoning. We have not even got so far as the candidate at an 
examination in Euclid who pleaded that, if he had not proved the 
propositions set by the examiner, at least he had made them seem 
probable. 

II. Mr. Bickerdike advances much further by the use of a 
construction which he borrows from Dr. Marshall. As this 
construction was originally employed to illustrate the ‘‘ pure 
theory of domestic values,’’! so the case of international values 
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to which it may seem most appropriate is that which resembles 
domestic trade, in not requiring a change of price-level to be 
taken into account. Suppose, for instance, the ‘‘ England ’’ of 
the preceding section puts a small duty on the imports from 
‘‘Guernsey,’’ neither party urgently requiring to trade with the 
other. Let us begin with a supposition of this sort. 

(A) It will be sufficient here to reproduce Dr. Marshall’s 
diagram, and to refer the reader to Mr. Bickerdike’s use of it 
in the Economic JouRNAL :” ‘‘ Imagine that the tax is going to 

1 Pantaleoni, Pure Economics (translated by T. B. Bruce), p. 190, 
2 Vol, XVI. p. 533, 
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be spent for the benefit of the buyers. It is evident that they 
gain or lose on the whole, according as CFEK is greater or less 
than AKa. If we imagine the tax to be made very small, CFEK 
becomes a line, and AKa becomes a point, and there is, therefore, 

necessarily some advantage, provided that the supply curve SS’ 
is not an absolutely horizontal line.’’ 

This reasoning will not commend itself to those who have 
learnt too well the formule of the classical text-books. The 
common or Cobdenite free trader will object that in consequence 
of the tax a certain quantity of the commodity will be produced 
under more unfavourable conditions than before, industry will 
have been diverted from its ‘‘ natural ’’ course into less productive 
channels. If he condescends to look at a diagram, he will fasten 

attention on h H, the amount by which importation is reduced, 

and triumphantly demand how the deficiency can be made good 
by the home producer without resorting to inferior methods of 

production. Nor is it easy to answer this objection without 
recourse to the theory of ‘‘ margins.’’ But it ought to be intelli- 
gible to those who understand that theory that, as the marginal 
workman and the marginal dose of capital are only just worth 
applying, so an additional workman an additional dose of capital, 
in excess of the margin of profitableness, are only just not worth 
applying. Now the added quantity of home production, a 
quantity of the same order as the amount by which importation 
is diminished, may be considered as the product of marginal 

doses of productive force; corresponding to an amount of profit 
which is small comparatively, compared with the tribute levied 
from the foreigner. 

To the mathematician, of course, the principle that quantities 
of the second order may be neglected in comparison with 
those of the first order presents no novelty. But he is apt 
hastily to conclude that the whole theory, being de minimis, may 
for practical purposes be neglected. It may be well, therefore, 
to exhibit the character of the reasoning at some length. 

Mr. Bickerdike’s theory involves an important principle in 
that branch of mathematics which is most applicable to human 
affairs, the Calculus of Probabilities grafted on the Calculus of 

Variations. The principle may be enunciated with sufficient 
accuracy as follows:—When a variable magnitude is in the 
neighbourhood of a maximum, the increment of that variable 

corresponding to a small finite increment of a variable on which 
it depends is likely to be particularly small.! A familiar example 

1 More exactly: if y is a variable depending on 2, both variables being positive, 

and when «=x, y has a maximum value, viz. y,; then commonly and 
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is afforded by the length of the day as dependent on the time 
of the year. In Whitaker’s Almanack you find that, day after 
day for eight days in the neighbourhood of the summer solstice, 
there is no change in the length of the day measured by the 

interval between the time of the sun’s rising and that of his 

setting ; while in other months there is a difference of two or 
three minutes from day to day. More precise astronomical 

examples of the principle may be found in the Nautical 
Almanack. Here the following homely illustration may suffice. 
Let there be a flight of steps shaped like an arch—as an iron 

bridge is sometimes constructed. If the steps are all of the 
same length, the height becomes smaller as the summit is 
approached. Say the radius of the (circular) arch is thirty feet, 
and the (horizontal) length of each step is a foot ; then the (verti- 
cal) height of the step nearest the summitgwill be about a fifth of 
an inch ; at a lower point, where the slope of the arch is 30°, the 
vertical height of a step will be more than half a foot; it is a 
whole foot where the slope of the arch is 45°. 

The principle may well be of importance in utilitarian 
philosophy in cases where the very best is the enemy of the 
very good. The economic application of the principle 
takes the following form:—A small change of an economic 
variable quantity at the margin! commonly causes a very small 
change in the corresponding surplus. As we are concerned here 
both with Consumers’ and Producers’ surplus, we may take an 
example from a species of the latter class, the profits of a 
monopolist. The numerical instances given by Cournot? at the 
end of his chapter on monopoly will serve our purpose; for, as 
he framed them, aliud agens, they may be regarded as random 

specimens with respect to the present object. It is allowable 
also to substitute in his examples a tax for an increase in the 
cost of production. 

In his first example the price of the article before the tax is 
20 fcs., and the profits of the monopolist are the fortieth part of 
a sum designated by the symbol a; say, profits=25,000 fes., 

probably, a finite positive quantity a can be found, such that for any quantity a 
not greater than a 

Yo—Y 42<Ya-42—Yas 
where A, is a small finite difference (<a); the ratio of the first member of this 
inequality to the second becoming smaller the smaller Ax and the greater a is; 
and this proposition may be extended mutatis mutandis to the cases of negative 
increments and of negative variables, to the case of several variables, to minimum 

values, and other cognate cases, 
1 As to the sense in which the term is here employed, see the article ‘‘ Margin ” 

in Palgrave’s Dictionary of Political Economy. 
2 Principes Mathématiques de la Théorie des Richesses. Art, 34, 
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putting a=1,000,000. According to the assigned relation between 
price and quantity demanded, when a tax of 2 fcs. per unit of com- 
modity is imposed, the price rises by a slightly greater amount, 
the new price being nearly 22°1 fcs.2_ The loss of profits due to 
this rise of price—irrespectively of the tax, not taking into account 
that the loss is incurred to avoid a greater loss through the tax— 
is nearly 124 fcs.2 The same change of price at a distance from 
the point would produce a greater change in profits. A price 
of 30 fes., for instance, would afford a profit of 23,077 fes. ; 

but a rise of 2°1 fcs. in the price will reduce the profits by some 
636 fes., greater than the loss of profits due to the rise of prices 
from 20 to 22°1, viz., 124 fes. That loss is small compared with 

the proceeds of the tax, viz., 2,251 fes.* The disparity would be 
greater if the tax and the consequent change in price were less. 
For instance, let the tax be 0°2 fes. The additions to the price 
will then be nearly 0°201. The loss of surplus due to this rise 
of price is 1°3 fes. ; while the yield of the tax is 247°5 fes. Similar 
verifications may be obtained from Cournot’s next example.° 

A case of two variables is presented by an instance of monopoly 
which I have given elsewhere with a different object in view.® 
The price of a first-class ticket for passengers on an imagined 
railway being £4 10s., for a third-class ticket £2 6s. 44d. (nearly), 
a tax of 17s. 104d. per ticket is put on first-class tickets. The 
consequent loss of profits to the company through the diversion 
of travellers from the first to the third class is £200. The yield 
of the tax is £16,009 12s., some eighty times greater than the 
loss of receipts. The disparity between the yield of the tax and 
the loss of receipts is much greater when the tax is smaller. When 
the tax is (a little more than) 2d. per first-class ticket, the loss 

of receipts is 1s. 83d.7_ The yield of the tax is £171 7s. 7d. ; nearly 
two thousand greater than the loss of receipts. 

What these illustrations illustrate is the probable smallness 
of that loss of surplus which is attributable to change of margins 
consequent on the tax, comparatively with the yield of the tax. 
But what we have to prove is that the loss of surplus is small 

2 Pol= a where p is the price, F(p) the amount demanded at the price ; 

6=20. 

2 More exactly 2+20x1-:00498756. See the English translation, where an 
arithmetical mistake made by Cournot is corrected. 

3 1,000,000 [0°025 — 22:1/(400 + 22°1?)]. 
4 1,000,000 x 2°/(400 + 22:12). 
5 It will be found convenient to assign the new price, and thence find the tax 

requisite to produce the rise of price. 
6 Economic JouRNAL, Vol. IX. p. 290 et seq. 7 Loc. cit. p. 292, 

No. 71.—vo.u. XVIII. EE 
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comparatively with a part of the yield, namely, that part which 
is levied on the foreigner. For this conclusion there is required 
an additional premiss: that the proportion contributed by the 
foreigner is sensible, considerable as compared with the ratio of 
the lost surplus to the proceeds of the tax. 

It follows as a corollary that the privation consequent on the 
imposition of Customs duties tends to be smaller with respect to 
(a) the proceeds of the taxation, (b) the portion of it contributed 
by the foreigner, the greater the number of objects over which 
the taxation is spread.’ 

(B) So far the level of prices has been supposed undistured.? 
We go on to the general case, in which the change in the value 
of money within the home country cannot be neglected. Let us 
begin with a simple instance already adduced. England, having 
an urgent—perfectly inelastic—demand for goods imported from 
Guernsey, while Guernsey has not an urgent demand for English 
goods, Guernsey imposes a duty on imports from England. 

In Fig. 1 the supply curve SS’ now becomes a horizontal line, 
since by hypothesis the price of the English product is constant, 
the English producer being prepared to supply any amount (that 
Guernsey can want) at that price. When a tax of so much per 
cent., or, what comes to the same in this case, a specific tax, 

is imposed by Guernsey, the level of prices in Guernsey, as above 
shown, rises by the assigned percentage. A new demand-curve 
is formed by adding that percentage to each ordinate of the old 
demand-curve. This new demand-curve, say dd’ (not showa 

in the Figure), may meet ss’, the supply-curve (now a line), 
raised to the extent of the tax, in a point which indicates that 
there is no loss of consumers’ surplus, as if the consumers in 
Guernsey now take as great a quantity of hardware, &c., as 
before, and pay for it the same price in vegetables—if the 
expression is allowed—that they would have been willing to pay 
before, while their willingness to exchange vegetables for hard- 
ware, depending on the real relations between the supply of and 
the demand for things, is not affected by a change in the 
pecuniary measuring rod. There is then a net gain for the 
Guernsey Treasury.® 

If the demand of England for early vegetables is not per- 

! Proposition (a) was stated by me (with reference to taxation in general) in an 
article on the “ Pure Theory of Taxation,” Economic JourNAL, Vol. VII. p. 568. 

2 See above, p. 398. 
3 Some modification of these statements is required if it is conceived that the 

Treasury employs its new purchasing power in obtaining from England hardware, 
&co., to be distributed in Guernsey. 
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fectly elastic, we have no longer the datum that the level of prices 
in Guernsey will rise to the full extent of the tax. Still, it is 

easy to see that the theory holds in the neighbourhood of the 
limiting case which has been considered. Advancing from that 
limit, we may get far on the way to a general proof. We may 
get further by ascribing to the home country a currency peculiar 
to itself. But this is to take a leaf from that stricter demon- 
stration for which this method is but a makeshift.’ 

1 Cf. Bickerdike, Economic JouURNAL, 1906, p. 535. 

(To be continued.) 



RAILWAY NATIONALISATION IN ITALY. 

IT would be a serious error of judgment if we were to liken 
the recent nationalisation of railways in Italy to an analogous 
action undertaken by a State in which the railways had been 
developed by the free initiative of private companies, as is the 
case in England, or in the United States of America. In Italy, 
from the time when Count Cavour, commencing at Piedmont, 
had the first main railroads constructed at the expense of the 
Treasury, the direct intervention of the State in railroad con- 
struction was made a tradition. In our country many lines have 
been constructed directly by the State, many have been handed 
over by way of concessions to private enterprise, with subsidies 
more or less considerable. Only a very few have been constructed 
by industrial companies at their own risk. 

Nor could it well have been otherwise. Our railways call 
for a great outlay in their construction, the country being largely 
mountainous; they are very costly to keep up; they yield but 
scanty returns. Had a company undertaken at its own risk 
the whole of our railways (10,000 miles), it would, after an 

outlay on construction of 6,000 millions of lire, be receiving 

an annual revenue of about 400 millions, little more than enough 
to cover the working expenses. In fact, at the present day the 
railway debt constitutes, in the Budget, an annual burden of 
200,000,000 lire. This, nevertheless, does not dissuade us from 

constructing new lines, convinced as we are that, without the 

sacrifices we have made to create an expanded railway system, we 
should not have been able to attain the economic advantages 
which our country to-day enjoys. 

When on July Ist, 1905, the State took over the entire 
administration of the railways, it already owned 8,500 of the 
10,000 miles of lines. There are only 1,500 miles of secondary 
lines in the hands of private companies. The contract made by 
the State in 1885 with three companies (the Adriatica, Medi- 
terranea, and Sicula railways) was only a taking over of the 
working of the line. It was, in other words, a location contract, 
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an imitation of what then existed in Holland. Owner from 
that time of practically all the railways,! the State divided 
the gross railway returns with the conceding companies. The 
proportion received by the companies in compensation for the 
working expenses was 62°5 per cent., the State took 27°5 per 
cent., and the remaining 10 per cent. was devoted to certain 
reserve funds for providing fresh plant, for acquiring new rolling 
stock, for extraordinary repairs, &c. There were, however, several 
secondary pacts, by which a part of the share falling to the 
State was absorbed. 

To compel the companies to issue a security, it was judged 
that they had acquired the rolling plant at 265,000,000 lire. On 
this sum, which subsequently swelled to 400 millions, the State 
paid interest to the companies. When the contract expired, the 

State took over the materials, paying the 400 millions. Hence, 
from the financial point of view, the conveyancing of the working 
of the railways has been of no importance whatever. 

But what has induced the State, which in past time and with 
smaller lines administered them itself with poor results, to come 
round to this system? Let us briefly examine why. 

The Conventions of 1885, which had been prepared with great 
care after an inquiry lasting over some years, had produeed from 
one point of view useful results. The companies had improved 
the working of the lines and developed the traffic. But the con- 
tracts were so complicated that serious disputes between the 
State and the companies were inevitable. It had been provided 
so as to eliminate any doubt as to who should bear the burden of 
new works, that any outlay of this sort should be defrayed by the 
reserve fund of 10 per cent. of which I have spoken, but that, in 

case of diminished production, that title would be insufficient, 
and the State, as proprietor, would have to make good the 
deficiency. This, as was natural, did not come about without 
ructions and disputes. 

To the public were conceded, at the Treasury’s expense, 
reductions in rates, which the companies, devoted to their 
own interests, repudiated. This naturally infused a hostile 
feeling against the companies into public opinion, the more so 
in that the Government, although it had no contracting rights 
permitting it to concede ordinary reductions in the rates, 
upheld those reductions against the companies, were it but 
to gain popularity. Many questions of this kind were settled 

1 Special prices were accorded to the lines which were not yet owned by the State, 
and which have since been redeemed. 
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by way of the State grant, with which the companies had to be 
compensated to the amount of the difference between the rates 
established by the contract and the figure to which these had been 
reduced at the request of the Government. 

But it is possible that these difficulties might have been met 
by modified treaties, rather than by choosing nationalisation (to 
which many of our most respected politicians and economists 
were stubbornly opposed), had not still more serious disputes 

arisen on account of the railway employees. When the latter 
demanded to the companies to be better paid, they took their 

stand on rights pre-existent to the Conventions of 1885. A large 
proportion of the instigators had been in the employ of the State 
administration, and the State could not repudiate their claims. 
Concessions were granted at the charge of the Treasury, but even 
they did not avail to prevent a strike, the effect of which was a 

resolution not to renew the contracts with the companies. It 
seemed, for that matter, that the employees, who were strongly 

opposed to private management and declared upholders of State 
control, would have desisted from agitation, and would, in any 
case, have felt the stronger rein of a higher authority. 

I wish to add that, among political parties, the Liberals and, 
still more, the Socialists, declared in favour of State control; the 

public also wished for it, in the hope of their interests being 
better consulted by way of improved service and reduced rates. 
And generally it should not be forgotten that, in taking this step, 
our country has followed a tendency common, at the present time, 
to wide currents of public opinion in other countries. If we are 
not mistaken, the desire to withdraw the railways from private 
management, which seem to be an obstacle to the fruitful 
development of this indispensable means of economic progress, is 
becoming ever more intense and more extended. 

From what has been said it will be understood that the State 
undertook its task without any serious preparations. The Bill 
instituting the transfer, and organising the new management in a 
provisional manner, became law only two months before the 

contracts expired. And for some years, during a reign of uncer- 
tainty, neither the companies nor the State had taken care to 
provide for the needs of the railways. No new works had been 
carried out at the stations ; old materials had not been renewed ; 

rules and regulations were neglected. It was a pitiful legacy that 
the State, without due preparation, entered upon July Ist 
1905. 
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But meanwhile a period of contraction in Italy was followed 
by an extraordinary resumption of activity. The successful 
development of industrial production in the rich districts of 
Lombardy and Piedmont brought about a remarkable increase of 
traffic. The International Exhibition at Milan, held to celebrate 

the opening of the Simplon tunnel, attracted a great stream of 
travellers. It was only to be expected that the new State manage- 
ment of the railways would not be in a position to cope success- 

fully with this unforeseen increase in demand. ‘Through the 
hurried and various changes of office, the service became so disor- 
ganised as to give rise to a genuine crisis, which lasted from the 
last months of 1905 to the first months of 1907. Trains were 
much and continually behind time, and goods were not trans- 
ported from the docks for lack of trucks. Practically all the chief 
stations, both in the interior and at the frontiers, suffered from 

congestion. The foreign Press, especially in England, whence 
come so many travellers to visit our fair country, drew attention 
to the abnormal condition of our railways. ‘The public, at 
meetings and committees, rose against the railway administration, 
accusing it of incapacity, and suspecting finally the directors of 
being in league with the companies which, according to some, 
were holding themselves in readiness to renew the contracts with 
more favourable conditions once the State control had proved a 
failure. The bad service gave rise to a new word : “‘ disservice ”’ 
(disservizio), implying the general disorder in railway manage- 
ment. 

To-day, the crisis over, we can afford to look back with serenity 
and judge dispassionately. We cannot in fairness put the incon- 
veniences we have undergone down to the State. Even had the 
transition been inverted, that is, from State control to private 

management, an increase of traffic coinciding with the inevitable 
weakening in the administrative organisation, during the process 
of transformation, would have produced the same effects. For 
that matter everyone knows that a crisis in transport service has 
recently taken place in many European countries, and even in 
America. All railroad management has, more or less, been 

caught unawares by augmented traffic during the last few 
years, even though economic science has not remained ignorant 

of such periodical oscillations in the course of business. 
But it behoves us to confess that this unfortunate coincidence 

has greatly injured the nascent institution. In a country like 
ours, with a Parliamentary constitution, State management of 
railways is liable to many dangers, and should properly have 
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been invested with some prestige in the eyes of the people from 
the very beginning. Instead of this, its want of success at the 
outset, however much this was explicable by external reasons, has 
caused many to doubt whether our country was ready for so 
important a reform. These doubts have been strengthened by 
the fact that the financial consequences in the first instance have 
been anything but satisfactory. No doubt a favourable Budget 
cannot be looked for from a period of crisis and disintegration. 
But many have noted a large increase of employees and a greater 
number of trains. These are the specific defects in State manage- 
ment, to wit, a facile conformity to demands for new plants 

and new commodities, with too little vigilance paid to the financial 
consequences. And this is because those who preside over the 
administration are not interested in good returns from the 
business. Pessimists see in these first results—to put it plainly— 
a tendency to what we may call idiomatically ‘‘ gay finance ”’ 
(finanza allegra). They fear its disastrous reaction on our national 
Budget, which may to-day be in stable condition, but which is 
always drawn fine, and hence susceptible to even slight variations 
in the distribution of expenditure. In a summary sketch like 
the present, which aims only at giving a general idea of the 
situation of our railways, I must needs be chary of figures. But 
for the benefit of readers who are fond of them, I append a few 
data on income and expenditure under private and under State 
management. 

1904-1905. 1906-1907. 
(Private management. ) (State management. ) 

MOND) ck «oo 5e5 cae ds sscacoaee Lire 348,265,275 Lire 430,910,776 
MEEDGRMINUIG: os cpscve ces condescesses », 282,687,078 », 380,140,183 
TIMID vocnscopcabestecastise stork vas », 65,578,207 », 50,770,593 
Coefficient of management ... 0°81 0°88 

1 Our financial year is from July 1st to June 30th in the succeeding year. 

It will be seen that, although the gross proceeds have increased, 
the net profit is diminished, because of a proportionate increase 
in the expenditure. The latter is largely due to increase in the 
staff. At the end of 1904, 105,692 persons were employed on our 
railways; on December 31st, 1906, these had been increased to 

128,122. 

A second table will serve to give an idea of the development 
of Italian railways in the last twenty years (the figures refer tn 

every fifth year) :— 
Management during Proceeds. Increase. 

1885-1886 ... ........ Lire 207,922,670 _ 
1890-1891 ............ », 241,541,077 16 per cent. 
1895-1896 .. ......... », 247,496,615 25 ‘ 
1900-1901 ............ », 294,855,234 19 - 
1905-1906 ..... ,,.... », 382,173,071 29 9 



The quantity of goods transported amounting, in 1903, to 
20 million tons, had, in 1907, risen to 30 millions. 

These things being so, it is my opinion that no definitive 
judgment can as yet be arrived at respecting the State manage- 
ment of our railways, inasmuch as its commencement has taken 
place under entirely exceptional circumstances. But at the same 
time I maintain that,-for a Parliamentary Government to carry 

on public works of such importance, is a task of consummate 
difficulty, and one that calls for exceptional discretion. If that 
State management shall succeed in establishing and organising 
itself, we shall have the right to say that our country has won a 
great victory. But to-day we have yet a long way to go. 

One thing worth studying in a State system of railway man- 
agement is the creation of the administrative staff responsible for 
that management. I will therefore briefly describe how we have 
constituted our railway executive administration. 

We have devoted our attention chiefly to autonomy of adminis- 
tration, whether for the purpose of withdrawing the latter from 
political interference, or in order to free it from all those fetters 
which, in our country, hamper and hinder State action. The Act 

of July 7th, 1907, in which the railway organisation is_definitely 
formulated, entrusts the direction of the Executive to an Adminis- 

trative Council, presided over by the Director General. This 
dignitary is independent of the Minister of Public Works, the 
latter having only the right of supervision of railways, but he 
retains, with respect to Parliament, the responsibility laid on him 
by the Constitution of the country. Hence the Minister may not 
order the appointment of a new train, or the carrying out of any 
works. He can only oppose his veto to a vote of the Council 
which may be contrary to the laws or to the interests of the 
State. 

The Administrative Council is composed of eight councillors 
besides the Director General. Of the eight, two are selected from 

Government railway officials, three from the officials of other 
Government administrative bodies, the remaining three from 
citizens who have given proof of high technical or administrative 
capacity. The Councillors with their Director are appointed by 
royal ordinance; their tenure of office is incompatible with any 
kind of Parliamentary career; and, with the exception of the 
two first described, they may not hold office for a longer consecu- 
tive term than two years. 

The duties of the Council are the regulation of the various 
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services, the discussion of finance, the adoption of undertakings 
and contracts, the authorisation of lawsuits or the sanctioning of 
transactions, the approving of conventions for industrial registra- 
tion, exchange, and hire of rolling plant, services performed jointly 
with other companies, and the like ; the discussion of the organisa- 
tion of the employees, of names, of exemptions, of serious penalties 
incurred by employees. 

The Director General, who is the legal representative of the 
administration, may sanction undertakings and contracts of minor 
importance (incurring an outlay of not over 50,000 lire), where 
settlement is urgent. 

The financial control of the exchequer (Corte det Conti), 
according to our laws, is of a preventive character, that is to say, 
it should be exercised prior to an outlay being made. It has been 
restricted to vases where the outlay is upwards of 50,000 lire; 
besides which other facilities have been effected in so far as 
concerns the provisions of contracts in purchasing goods or 
labour, which are surrounded by our “ general laws ’’ with minute 
stipulations. 

There has neverthelese been instituted a permanent Parlia- 

mentary Board of Vigilance, consisting of six senators and six 

deputies from their respective Houses, who are charged with the 
control of the entire procedure, and especially of the financial 
measures of the executive. 

There is, further, a General Traffic Council, on which are repre- 
sentatives of all public administrations interested in railways—the 
War Office, the Navy, the Post Office, and the Telegraphs, Agri- 
culture and Commerce, Finance, Treasury—together with the 
Chambers of Commerce, the Agricultural Councils (Comizi 

Agrari), minor railways and tramways, and which is partly com- 

posed of six members selected from experts, technical or legal, 
in railway matters, besides representatives of the Press and of 
the railway staff. This Council is convened to judge respecting 
all questions of tariffs, such as raising or lowering prices, naming 
and classification of goods, or interpreting the conditions in the 
transport contract. 

Such is the edifice, and it is well constructed. But we must 

wait and watch it at work for some years, before we can judge 

whether it answers really well. For my part I cannot believe 
that it will ever attain autonomy in a political sense. The Minister 
will always have a great moral authority over the Administrative 
Council. He knows that what he expresses as wishes will by 
them be accepted as commands. The day on which the Council 
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refuses to comply with some request of the public which is at 
variance with financial interests, and when the Minister, for 

political reasons, supports that request—on that day the Council 
should either submit itself or dismiss itseif. 

On the other hand, there will be, I believe, good play of the 
tendency to secure greater liberty for the Executive in outlay, 
enabling them to come up to commercial mobility and promptness, 
and to throw off the proverbial sluggishness of our State adminis- 
tration. As a fact they have already been able, with remarkable 
zeal, to provide for the construction of new stations, and to 
purchase new rolling stock, utilising the sum of 910 million lire, 
put at the disposal of the State railways by recent Acts of Parlia- 
ment. As has been said above, railway traffic has greatly deve- 
loped, and measures have been called for and made to place the 
railways in a position to meet the growing need. Parliament has 
not hesitated to make the necessary sacrifices with the full consent 
of the country. . . 

I am not in a position to offer the reader a definite opinion 
on the situation, and trust this will not be accounted to me for 

unrighteousness. The railway problem is a stiff one for every 
nation, and should of necessity be yet stiffer for Italy, where 

railway making started late, and where every imaginable 
obstacle has been encountered, from those thrown in her way by 
a varied and mountainous Nature, down to others depending on 
the unequal distribution of traffic in districts where nevertheless 
equal treatment is desired. To all these it may be added that our 
administrative constitution is yet young, and hence not yet adept 
at equating the not always measurable exactions of the public 
with the requisite heed to the depth of the exchequer. 

For the exchequer is the greatest difficulty in State control 
of railways. Never can we err on the side of excess in holding 
up this fact to the attention of our political governors, and of those 
of such countries as are desirous of superseding private manage- 
ment by a more direct national control. 

Milan. F. TAJANI 



REVIEWS 

Essentials of Economic Theory as Applied to Modern Problems of 
Industry and Public Policy. By John Bates Clark. (New 
York: The Macmillan Co., 1907. Crown 8vo. Pp. xiv., 

566.) 

STUDENTS of philosophy are tolerably familiar with an objec- 
tion raised against their speculative inquiries by those who urge 
that, as every fresh system advanced in turn begins with criticism 
of the main points emphasised in the preceding system, and ends 
by laying stress on considerations previously ignored or under- 
rated, the lapse of a period of time sufficient to allow of a full 
revolution of the wheel of thought will generally bring men back 
to the original point from which their intellectual journey started. 
The subtleties of metaphysics have, at any rate, been often 
subjected to this reproach; and the charge has received support 
from plausible, if not convincing, illustration, although the reply 
may have been returned that no later system is so completely 
identical with the earlier system it resembles as to be merely repro- 
duction, and that it must constitute in some sense an advance on 

all that has gone before. We can conceive that impatient readers 
of the difficult but interesting volume now before us may arrive in 
haste at a conclusion similar to that advanced by such hostile 
critics of the periodic varieties of philosophic creeds, and that it 
will be found on closer scrutiny no less impossible to justify, at 
any rate to the full extent to which it has been put forward. 

Such readers, we are sure, however hurried and perfunctory 

be their perusal, will not deny that the consecutive argument 

which Professor Clark pursues through many ramified develop- 
ments is ably reasoned and persuasively presented. It would be 
strange indeed if so accomplished an economist, whose repute for 
nice discrimination and fine logic is established in his own country 
and elsewhere, had fallen in these respects below the exalted 
level of his previous book. The dialectical atmosphere in which 
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he had then moved was, it is true, rarefied; and the intellectual 

fare provided here might perhaps be “‘caviare to the vulgar.” 
Of that book on the ‘‘ Distribution of Wealth,’’ the present volume 
is in a sense the promised sequel. It should, however, be noted 
that it is characterised expressly by the author as a “‘ brief and 
provisional statement ’’ of the ‘‘ more general laws of progress,”’ 
which he had intended to examine. In the earlier instalment of 
his work it will be remembered that he dealt with what he there 
described as those “‘ static’’ problems which, he tells us in the 
Preface to this book, were the chief concern of the ‘‘ Political 

Economy of the century following the publication of the Wealth 

of Nations.’’ It was thus, he observes, that the older writers 

sought to discover and announce the “ natural laws’’ of wages, 
interest, and value. He does not now complete his task ; but he 
has endeavoured to ‘‘ make a modest beginning ’’ in the formula- 
tion of the contrasted laws of ‘‘ Economic Dynamics.’’ These the 
earlier economists hardly perceived ; and, with the single conspicu- 
ous exception, to which he draws the notice of his readers, of 
Malthus writing upon ‘‘ Population,’ they certainly did not 
endeavour to embody such conceptions in a consistent systematic 
scheme of economic theory. Yet these laws, he himself correctly 
states, are necessary to a completed system ; for ‘‘ industrial society 
is’’ now “ going through an evolution which is transforming its 
structure and all its activities.’’ To a preliminary essay in this 
fresh direction he acordingly devotes here his capacity and zeal ; 
and even the unfriendly critics we have mentioned will, we think, 
be ready, if they be candid, to acknowledge the compelling force 
of the general reasoning of his book. 

Nor, if they pay to the several chapters the close attention 
they require and deserve, will they fail to notice and appreciate 
differences, whether they be slight or more important, distin- 
guishing the statement of particular economic theories here set 
forth from the form in which they have been usually expressed 
by previous writers, on this side, at any rate, of the Atlantic. But 
nevertheless they may possibly declare that the final conclusions 
reached by this most modern of American economists recall those 
so-called “‘ economic harmonies’’ on which, many years ago, 
‘‘ orthodox ’’ English teachers of the Ricardian school were wont 
complacently to dwell. If, therefore, they assert that a practical 
moral with which they have for a long time been familiar in old 
treatises reappears in this new book, dressed in the refined 

language of the minute development of nice theory, they will not, 
we suspect, be easily gainsaid. 
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For what is the main thesis of this fresh contribution to 
economic literature? Unless we have mistaken the whole purpose 
of the subtle and suggestive reasoning here employed it is the 
exhibition in varied situations of the beneficent effects of com- 
petition on society at large, and of the pernicious consequences 
which will inevitably ensue from serious or continuing hindrance 
of its potential or direct free action. In a perfect condition of 
affairs, as we understand, those ‘‘ static laws,’’ which Professor 

Clark expounded in his earlier volume, would be fully realised ; 
and, to quote his very words, the “‘first purpose’’ of this later 
work is to “‘ show the presence and dominance in the real world 
of the forces ’’ which were there described. ‘‘ Even while changes 
are examined the fact,’’ he states, ‘‘is perceived that there are 

steadily at work forces, which, if change should cease, would 

make society conform to a certain imaginary static model.’’ In 
that event the ‘‘ profits ’’ of the ‘‘ entrepreneur,’’ which our author 
uses in the sense now generally adopted by American writers to 
denote a ‘‘ purely commercial gain, or a difference between what 
is paid for something and what is received for it,’’ would wholly 
disappear. This ‘‘ residual ’’ element removed, which seems by 
contrast to be arbitrary in character and irregular in size, depend- 
ing upon chance rather than on law, the remuneration of the other 
agents of production would, in Professor Clark’s conception, 

harmonise with ethical ideals of distributive justice. For ‘‘ every 
unit of labour would get what it produces—no more and no less.”’ 
And “‘ the interest on capital is,’’ he declares, ‘‘ fixed exactly in 

the same way as are the wages of labour’’; for both wages and 
interest are determined ‘‘ at the social margin of production.”’ 
In other words, they ‘‘ equal what labour and capital respectively 
can produce by adding themselves to the forces already at work 
in the general field of employment.’’ In these ideas of the laws 
governing the shares falling to interest and wages, the American 
economist, it will be obvious, is in broad agreement with the more 

recent development of economic theory on this side of the Atlantic. 
But he goes, we imagine, somewhat further, although he is in 
accord with the trend of the latest American thought, in his 
general view of rent, or at least in his particular statement that 

the ‘‘ true conception of rent is that of the specific addition which 
land makes to the product of other agents used in connection with 

it.’’ Yet it will be noticed that the ‘‘ formula ’’ of rent, which he 

thus adopts, fits exactly into the general conception of an economic 
harmony. For rent is the ‘‘ amount of product specifically attri- 
butable to the land.’’ And thus, regarded from the standpoint 

99 
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of ethical justice, no less than economic force, land, labour, and 

capital would seem to be placed on the same level, and rent, 
interest, and wages would correspond alike to the just remunera- 
tion due to these respective agents. So far as ‘‘ statical laws ’’ are 
concerned, the elaborate refinements of the nicest and most recent 

theory would accordingly bring us back under Professor Clark’s 
firm guidance to something like the avowed position of the old 
orthodox economists of the straitest English school. 

Nor does the application of his theory to modern problems of 
industry and public policy, which occupies the later chapters of his 
book, reveal any marked departure from this standpoint. The 
problems, to which he turns his attention here, are those con- 

nected with the growing power of trusts, with the regulation 
of railway rates, with the organisation of labour, with the protec- 
tive tariff, and with the probable effects of currency changes. The 
treatment given to the last of these questions is, by comparison 
with that accorded to the others, somewhat slight; and in the 
matter of protection Professor Clark is sensibly affected by his 
American environment. For he combines with a reasoned objec- 
tion to an “‘ abnormal ’’ quantity of protection the frank avowal 
that ‘‘it would be hard to deny ’’ that much of the “‘ increase in 
productive power, which the originators of the protective system 
anticipated, has been practically realised.’’ He finds, indeed, a 
satisfactory solution for himself in the statement that ‘‘ the static 
argument for free trade is unanswerable and the dynamic argument 
for protection, when intelligently expressed, is equally so,’’ while 
the ‘‘ two arguments do not meet and refute one another, but are 
mutually consistent.’’ In this case, then, the contrast between 
‘‘dynamic’’ conditions and “‘static’’ law is emphasised, and 
more weight perhaps is even given to the former than the latter in 

Professor Clark’s own mind. Similarly, in his consideration of 

the functions of trade unions, and of the place of arbitration in 
industrial disputes, he allows the usefulness, and acknowledges 

the necessity, of “‘ collective bargaining,’ and he holds indeed 
that an arbitration which would “‘ establish rates’’ giving the 
workmen the benefit of every legitimate advantage, that collec- 
tive bargaining would yield, would secure a close ‘‘ conformity to 
the normal standard of wages.’’ But in this instance his justifica- 
tion of such bargaining, and the arbitration which would take its 
place, rests essentially on his firm belief that unorganised labour 
will fail to obtain the remuneration to which it is entitled by a 
‘* static ’’ standard. For wages should, he maintains, be regulated 

by the productivity of labour, and the individual unassisted 
labourer cannot reach this goal. 
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Accordingly, when he turns his close attention to the conduct 
of trusts, and to the regulation of railway rates, we are not 
surprised to find that he attributes the mischievous results which 
are discovered in existence in the actual world to the presence of 
monopoly, and to the corresponding absence of free competition. 
With no small acumen he points out the special circumstances 
which affect the settlement of transportation charges—such as the 
partial utilisation of railway plant, the exceptional importance 
of the fixed as contrasted with the variable expenses, and the 
powerful inducement offered to combination between competing 
undertakings; and with judicial and adroit discrimination he 
explains the remedial action which is alone possible in these par- 
ticular conditons. But, in the case of trusts generally, he has 10 
hesitation in recommending drastic action by the State. ‘‘ Re- 
gulation of monopolies,’’ he declares emphatically, “‘ we must 
have ; that is not a debatable question.’’ Yet, after all, he con- 

tends that, though in the process, ‘‘ we are forced to ride rough- 
shod over laissez-faire theories, we do so in order to gain the end 
which those theories had in view, namely, a system actuated by 

the vivifying power of competition with all that that signifies of 
present and future good.’’ It is, in his opinion, monopoly which 
‘* perverts ’’’ the forces of progress ; and it is ‘‘ potential competi- 
tion’’ which will hold monopoly “firmly in check.’’ Where 
accordingly competition is infirm or non-existent the interference 
of the State is imperatively required ; but it is required to secure 
the very object which competition would produce if only it were 
free to act. To some critics this would surely seem a tame, while 
others might regard it as a trite, conclusion. 

And so in the background of a ‘‘dynamic’’ society the 
‘‘ static ’’ laws are ever present, according to Professor Clark’s 
belief ; and reformers’ efforts should be addressed to the removal 
of that economic friction, hindering their action, which is found 
chiefly at the present day in the malign form of monopoly. The 
general changes which are going on, and taking shape in an 
increase of population, an accumulation of capital, an improve- 
ment of technical methods, and a more complete and elaborate 
organisation of productive establishments, would, he urges, work 
undoubtedly for good and not for evil, and would tend to the 

equitable enrichment of all classes, were these ‘‘static’’ laws 
given full sway. And he is careful to point out that some of these 
beneficent laws are in operation independently of the existence of 
society ; for primitive man, living in ‘‘ Crusoe-like’’ isolation from 
his fellows, would, he argues, be affected by the law, for instance, 
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of diminishing productivity. Such is his general thesis. It may 
appear not dissimilar in essential characteristics from the 
‘*economic harmonies ’’ which entered so largely as a moulding 
force into the earlier conceptions of the orthodox economists 
of this country, but Professor Clark certainly contrives to place 
old theories in a new setting and to add fresh material to 
existing stores of economic reasoning and speculation. He rarely, 
if he ever, fails to stimulate the instructed reader to opportune 
reflection by the ingenious apercus which he affords of new 
developments of subtle thought. He may conduct, indeed, to an 
old, old familiar standpoint ; but he leads us there by an untravelled 
and by no means obvious route, where we have need at every turn 
of his strong impelling guiding hands. 

L. Li. PRIcE 

New Worlds for Old. By H. G. Wetts. Pp. v+355. (London: 
Constable, 1908.) 6s. 

In these days of the historical spirit no educated person 
imagines that existing institutions will last for ever. Change 
has gone on continuously in the past, and it is absurd to suppose 
that we have reached the end. Economic organisation especially 
changes so rapidly that it requires no elaborate investigation to 
detect considerable changes in the short period which carries a 
man from his first youth to middle age. Can we discover any 
general tendency in the changes of which we have read or which 
we have seen? Most of us who have thought about the subject 
at all believe that, at any rate, one great feature in recent changes 
has been the substitution of the conscious co-operation of large 
bodies of persons for the isolated action of individuals or small 
family groups each serving their own interests either directly or 
by way of exchange with other individuals and families. Most 
of us, too, believe that this feature is not a mere passing phase, 

but is destined to continue—we do not quite know how long. 
The facts are scarcely in dispute. What we quarrel about is the 

proper attitude to adopt towards this feature of change. Are we 
to regard it as progress leading in the future to (or towards) a 
glorious ideal, or as retrogression leading eventually to catas- 
trophe or reaction? We have, of course, at least one other choice : 

we may take refuge in agnostic opportunism and say that we 
do not and cannot know the far future, but can decide what is 

best for the particular moment, and ought to be content with that, 

and not be biassed in our decisions by hopes or fears as to ‘‘ what 
all this is leading to.”’ 

No. 71.—vou. xVIII. FF 
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Mr. Wells takes the first of the three courses. He calls himself 
a Socialist, and wishes to convert others to Socialism. As might 

be expected, his sermon is more effective than most of those 
delivered by his party. Having more of the true historical spirit, 
he is ready to admit that the present is better than the past, and 
that in order that the future may be much better, it is necessary 
that the minds and bodies of men should be changed. He puts 
this improvement in the forefront instead of assuming that it 
will come about of itself if only we carry out certain changes in 
our arrangements with regard to the control of material things. 
I doubt, however, if he will make converts by the ten thousand. 

Though he has taken up modern weapons, he still encumbers him- 
self heavily with the old. He cannot persuade himself to dispense 
altogether with the usual diatribes against profit-seekers and 
such-like bogeys of the ordinary Socialist. It is, I should say, 
a hopeless task to attempt to convert the ordinary anti-Socialist 
by these means. What is the use of trying to hold up “ private 
enterprise ’’ to odium because the South Eastern and Chatham 
Railway Companies serve the public badly and make no profits? 
The claim on behalf of the system is that it gives profits to people 
who do serve the public, and want of dividends to railway com- 
panies which manage badly is a point in its favour, not a point 
against it. What person of ordinary intelligence is likely to be 
affected by the cheap comparison suggested in the following 
passage :— 

‘*‘ Nobody who travels to London as I do regularly in the 
dirty, overcrowded carriages of the infrequent and unpunctual 
trains of the South Eastern Company, and who then transfers 
to the cleanly, speedy, frequent, in a word ‘ civilised,’ electric 
cars of the London County Council, can fail to estimate the value 
and significance of this supersession of the private owner by the 
commonweal.”’ 

Did not electric tramways come from profit-ridden America? 
Is not the history of the way in which the introduction and im- 
provement of tramways has been impeded by the ‘‘ community ”’ 
acting through the Law Courts, Parliament, town councils, towns’ 
meetings, and plebiscites a thing of which any Socialist ought to 
be ashamed? The courts decided that tramways were a nuisance, 
and that local authorities could not allow them without Parlia- 
mentary sanction. Parliament put almost every imaginable 
obstacle except absolute prohibition in the way of local authorities 
or companies constructing them, and succeeded in making Eng- 
land the most backward country and London the most backward 



town of any importance in the civilised world. ‘* Speedy,’’ says 
Mr. Wells! I observe that ‘‘as I do’’ in the passage quoted 
above refers only to the South Eastern. I cannot think that if 
Mr. Wells travelled regularly in the ‘‘ L.C.C.’’ (why not County 
of London?) cars he would say much about their speed. It is 
true that the extraordinary slowness is due to State regulation 
of speed and to an inefficient State police which allows every 
ill-conditioned carter to take half a minute off the time of a car 
(carrying perhaps 70 passengers), but these manifestations are the 
‘“commonweal ’’ as much as the County Council. Again, the 
non-Socialist will scarcely refrain from scoffing when Mr. Wells 
promises him, or rather her, that in the Socialist Utopia she will 
get her wants satisfied in a State or municipal shop, ‘‘ and if she 
does not like her service she will be able to criticise and remedy 
it, just as one can now criticise and remedy any inefficiency in 
one’s local post office.’ I should say the general opinion is that 
the local post office (not including offices which are also private 
adventure shops) is the most unpleasant shop in the place to go 
into and the one which most wastes the time of its customers. 
Complaints to St. Martin’s-le-Grand produce polite apologies, and 
nothing more. 

Mr. Wells would have been more effective if he had not 
assumed the excellence of State service, had argued only that 
though it is still execrably bad, it certainly has improved, and 
can be much further improved. There are many things which 
we can trust Edward VII. to do for us tolerably which we should 
not have expected from Edward VI. There is no reason to sup- 
pose the process of improvement will not continue, and we may 
even hope to accelerate it greatly if we take in hand the education 
of officials, and perhaps even of legislators. While great things 
may thus be expected of corporate management in the future, 
there does not seem the same reason for expecting improvement 
in private enterprise. Profit-seeking works excellently where 
there is real competition, but as time goes on and the scale of 
businesses increases, the easy working of competition is more and 
more interfered with by aggregation and combination. Consider, 
for example, the English railway system. The management of 
each railway has been entrusted to a board of a dozen old gentle- 
men, who, though nominally elected by the shareholders, really 
perpetuate themselves by co-optation. A more absurd method of 
management could scarcely be devised. However (in spite of the 
unfortunate experience of the South Eastern corner in which 
Mr. Wells dwells), it has hitherto worked on the whole tolerably 
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well because people have been able to compare the performances 
of different companies, and to a very great extent to choose which 
of them they would employ to transport their persons and their 
goods. If the public, or that portion of it which has this choice, 
partially withdraw patronage from any line, the old gentlemen in 
charge of it get frightened, and pension off their manager, or 
even in extreme cases introduce ‘‘ new blood ’’ among themselves. 
But if by working agreements and amalgamations all possibility 
of choice is taken away and rivalry practically disappears, these 
boards of co-opted old gentlemen will become quite intolerable 
and inferior to a board appointed by politicians afraid of the 
House of Commons and the electors. 

In two respects Mr. Wells seems insufficiently thorough. 
Firstly, he is, I think, too complacent with regard to inequality 

in distribution. It is doubtless true that no scheme for improv- 
ing distribution would be satisfactory if it involved considerable 
diminution in production, but, all the same, there is an immense 

loss involved in a distribution as unequal as the present, and any 
scheme of reform which abolished or greatly diminished it might 
very well claim support on that ground. Secondly, Mr. Wells 
seems to admit too much when he allows private milliners and 
dressmakers to continue ‘‘ under Socialism.’’ When a woman 
wants a hat or a dress made, ‘‘ then probably, for all that the 
world is under Socialism, she will have to go to private enter- 
prise: a matter of taste and individuality such as dress cannot 
be managed in a wholesale way.’’ As we get richer do not our 
wants become more and more largely ‘‘ matters of taste and in- 
dividuality ’’? Mr. Wells attempts to save his face by saying 
that he does not think the milliner ‘ will make a trading profit, 
but only an artist’s fee,’’ but this only means that the customer 
is to buy the material from the store—a trumpery detail. If this 
kind of thing is to be admitted, I fail to see where the difference 
in principle between our present condition and that of ‘‘ the world 
uvder Socialism ’’ is to be found. Under Socialism all the people 
who minister to wants of taste and individuality—-an ever-increas- 

ing proportion of the population—are apparently to struggle or 
compete for profit, or ‘‘ artist’s fees,’’ if Mr. Wells prefers that 
term, much as at present. I suppose Mr. Wells would say that if 
they do not succeed they can obtain employment on the State rail- 
ways or municipal tramways, or in some other service which does 
not require the satisfaction of various individual tastes; but this 
answer cannot be said to be different in principle from that which 

is made by the community at present. Even now the community 
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steps in where people cannot find work for themselves. No 
objection could be taken to the absence of a difference in principle 
if it were not that Mr. Wells professes to be contending for a 
principle. 

I lay Mr. Wells’ book down with the question : Why cannot 
present-day Socialists be a little more courageous? Nothing in 
economics is more certain than that the best distribution—the 
distribution which makes a given amount of produce go furthest— 
is distribution according to need. It is equally certain that a 
community with a perfectly organised system of corporate control 
could arrange production more economically than it is arranged 

or likely to be arranged by our present mixed system. What is 
the difficulty in supposing that, given sufficient time, the corporate 
organisation may become perfect enough to arrange all produc- 
tion and distribution? EDWIN CANNAN 

Socialism and Agriculture. By EDWARD CARPENTER, Tt. G 
Dymonp, Ligeut-Cot. D. C. PEppER, and the FABIAN 

Society. (London: Fifield. 6d. Cloth 1s.) 

Tu1s booklet commences with a description of the economic 
condition of a single country parish by Mr. Edward Carpenter, 
which, to the town-dweller, who has never had an opportunity 

of studying country life, must come in the nature of a revelation. 
But to those of us who are close students of the rural problem 
and have spent most of our lives in the country, the information 

does not come as new but rather as commonplace. We can 
verify Mr. Carpenter’s statement of fact from the condition of 
things in the vast majority of rural parishes of our own acquaint- 
ance. It is well, however, in these days of rush and scurry, that 
someone should try to arrest the attention of thoughtful people 

to the disastrous result to the rural population of the enclosure 
of common lands from 1760 onwards by the lords of the manors 
and the landed class. ‘T'en millions of acres of land, over which 

for centuries previously the common people had rights and privi- 
leges, were lost, and in this one particular parish to which Mr. 
Carpenter refers, it appears that 2,650 acres were enclosed in 

1820. The noble duke (the name has recently been associated 
with a fierce denunciation of Socialism) who happened to be the 
lord of the manor, took 1,998 acres as his share of the plunder, 

and, says Mr. Carpenter, ‘‘ now to-day in this village there is 

not a little field or corner left, absolutely not a solitary acre out 

of all that vast domain, which was once for the people’s use, 



422 THE ECONOMIC JOURNAL [SEPT. 

where the village boys can play their game of cricket.’’ Mr. 
Carpenter might have added that on this lordly estate, if not in 
this particular parish, at this moment there seems an impossi- 
bility of meeting the demand for small holdings without using 
the compulsory powers conferred by the recent Act of Parliament. 
Mr. Carpenter says that one of the first things which ought to 
be taken up is this question of commons: ‘‘ If ten million acres 
passed so easily from the public use into the exclusive hands of 
the landowners, surely there ought not to be much difficulty in 
passing it back again. These lands are still largely in the hands 
of the families to whom they were rewarded, and the transfer 
might perhaps be most fairly and reasonably effected by the very 
simple reversion to the public at the expiration of existing life 
interests in them.’’ Why not? 

The second chapter deals with the secret of rural depopulation 
by Lieut.-Col. D. C. Pedder. The writer gives great credit to 
the work done by Joseph Arch in establishing the Agricultural 
Labourers’ Union, but not, I think, more than he deserves. 

There is, at the present time, a movement in Norfolk for the 
resuscitation of this Labourers’ Union, and it is quite remarkable 
to see how the seed sown by Joseph Arch into what appeared at 
the time very stony ground has taken root. The spirit which 
he aroused in the Eastern Counties still exists, and is being again 
fanned into flames by some of his old lieutenants. Mr. Pedder 
gets to one of the secrets of rural depopulation when he touches 
the question of cottages being tied to the farms. Owing to the 
system of large farms the tied cottage has become, from the 
landowners’ point of view, a necessity. He cannot let his farms 
without them, and therefore Mr. Pedder sums up the situation 
when he says: ‘‘ The great farmer stops the way.”’ 

The third chapter, dealing with State aid for agriculture, by 
Mr. T. Dymond, gives a very interesting account of the 
position of agriculture in Hungary, where, with the exception of 
an insignificant minority, the whole population is directly or 
indirectly engaged on the land, 50 per cent. of whom are small 
holders. We have in Hungary an example of the dangers of 
State-aid. Here agriculturists are spoon-fed by the State to an 
alarming extent, and Mr. Dymond tells us that the English 
farmers who accompanied him on his visit to Hungary are not 
likely, after what they saw there, to ask the English Government 
to do more for agriculture. They are rather imbued with the idea 
that it is better to have too little State-aid than too much. Prob- 

ably there is only one feature of the Hungarian land system that 
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we might adopt with advantage, and that is the formation of 

credit banks. 
The final chapter lays down ‘‘a national policy’’ by the 

Fabian Society for the revival of agriculture, but I am glad to 
see the Society admits, at the end of the booklet, that “‘ some of 

the proposals made in this tract have been adopted in the Allot- 
ments and Small Holdings Act, 1907.’’ There are, however, 

other proposals that have still to be considered. They are: (1) 
Courts to fix wages in areas of proper size, probably county or 
county council areas. (2) County land courts to fix fair rents for 
tenancies of seven years, and to which disputes as to proper 
cultivation and compensation for improvements may be referred. 
Much can be said for these two proposals ; and the Fabian Society 
have put their case certainly with clearness and conciseness. 
Given comfortable cottages provided by the local authorities, 
there is a strong case in favour of fixing wages by a properly 
constituted court. At the present time, as is pointed out, although 
the average weekly earnings of the agricultural labourer amount 
to 18s. 3d., there are many parts of rural England, and these not 
the least productive, where the rate of wages is considerably lower. 
As to the Land Courts for fixing rents, even the present Lord 

St. Aldwyn is stated to be in favour of fixing rents by valuation 
and not by competition. Competitive rents are a curse to agricul- 
ture. They result in a fluctuating land market, which is against 
the best interests of the State. The first result of the Allotment 
and Small Holdings Act, together with the successful agricultural 
season of 1907, has been to seriously appreciate land values and 
to unduly put up rents. Some portions of the Crown estate, 
which has, for the last half-century, let at about £1 per acre, 
is now being eagerly sought after by agriculturists at double that 
rent, and the result is that if the local authority succeed in 
obtaining such land for small holdings purposes they will have to 
go into the open market and pay a considerably increased rental. 
The Fabian proposal is that in each county council area a statutory 
agricultural committee should be created, composed of members 
of the county council and of all borough councils within its area, 
to fix rents. It is a proposal well worthy of serious consideration. 
The Fabian Society sees that this means “‘ five and twenty years 
of resolute effort,’’ and this little booklet will certainly do some- 
thing to help land reformers on the path of progress. It should 
be largely advertised and its circulation encouraged. Its title, 
‘‘ Socialism and Agriculture,’’ is well chosen and attractive. 

R. WINFREY 
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India and the Empire. A Consideration of the Tariff Problem. 
By M. ve P. Wess. (Longmans, Green and Co., 1908. 
3s. 6d. net.) 

Mr. WEsB is well known in the commercial world of India as 
President of the Karachi Chamber of Commerce and as one of 
the most energetic and wideawake men of business in that pros- 
perous port; the book which he has just published was described 
by Lord Milner in the House of Lords, on May 20th, as one 

‘‘ which is from first to last one of the strongest pamphlets pub- 
lished in favour of preferential trade within the Empire.’’ Here, 
then, we may reasonably look for a weighty and informed state- 
ment of the case for Tariff Reform in its relation to India, a 

statement undisfigured by those inaccuracies and vote-catching 
sophisms which make of current controversial literature such 
unprofitable reading. And Mr. Webb’s book justifies the expec- 
tations raised; he is an ardent advocate of Preferential Trade, 
but he presents his case with fairness, so that even where we cannot 
agree with his conclusions we can still retain a respect for his 
opinions. 

It was Sir Edward F. G. Law, the Finance Minister of India, 

who in 1903 outlined the Indian case for Tariff Reform; his 
Minute contained an analysis of the exports of India which threw 
a new light upon the Tariff problem, and Mr. Webb has been 
content in the main to develop and reinforce the arguments of 
Sir Edward Law. India’s position with regard to a Tariff bargain 
is well known. The total import trade of India (exclusive of 
treasure) in 1906 was £78,000,000 sterling ; of these imports 68'8 

per cent. were of British, and 31°2 per cent. of foreign, origin. 
The value of the goods which India buys outside the Empire is 
therefore approximately £26,000,000. This is the volume of 
trade which India has to offer in a tariff bargain. On the other 
hand, Indian exports were in 1906-07 valued at £121,000,000, 

over 80 per cent. of which was comprised under the following 
ten heads :—Jute, cotton, rice, jute goods, hides and skins, seeds, 

cotton yarn and cloth, tea, opium, wheat and wheat flour. The 
bulk of these exports are raw materials which are admitted free 
of duty, not only in Great Britain, but in the countries with a 
high Protectionist tariff, and therefore, with the notable exception 
of tea, they cannot be greatly stimulated by changes in the 
Customs duties of Great Britain. It was for this reason that the 
Government of India declared in 1903 that though ‘‘ India had 
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something though not very much to offer to the Empire she had 
very little to gain in return.”’ 

But it is contended that if India has very little to gain she has 
very much to lose by adopting a Preferential Tariff which may 
lead to reprisals from foreign countries and a Tariff War. This 
argument was effectively disposed of by Sir Edward Law, and 
Mr. Webb has strengthened the case by his examination of the 
different heads of the Indian export trade. Jute, cotton, rice, 

hides, and seeds, which constitute more than half the exports of 

India, form the raw materials of manufacturing industries, and 

no country can impose import duties upon them without seriously 
crippling those industries. This is particularly true of the raw 
materials which India exports, because they consist of articles of 
which India has either a monopoly, as in the case of jute, or of 

which she provides a considerable portion of the supply, as in the 
case of seeds, cotton, or hides. No country which is interested in 
working up these raw materials could .afford .to endanger the 
stability of her own industries by imposing restrictions upon their 
import, and it appears to the writer that Mr. Webb has estab- 

lished the proposition that India need not fear a tariff war of 
retaliation. This is as far as Sir Edward Law pressed the argu- 
ment, though he did, by way of illustration, point out that India 

might even impose an export duty on certain of the commodities 
she ships to Germany without harm to herself. This hint is 

developed by Mr. Webb; he suggests the imposition of a prefer- 
ential export duty so that the whole of the ‘*‘ mighty volume of the 
Indian export stream might be discharged within the limits of 
the British Empire.’’ The effect of this duty either would be to 
give British and Indian manufacturers an advantage in produc- 
tion or would prove the means of extorting from rival nations the 
best terms of admission for British and Indian commodities. Mr. 
Webb devotes four chapters to examining the main heads of 
India’s export trade with a view to showing the practicability and 
advantage of such an export duty. The suggestion is a novel 
one, but its application would have far-reaching consequences, 
which Mr. Webb has not discussed ; he mentions that in 1905-06 
26°9 per cent. of India’s exports were taken by Great Britain, but 
he makes no mention of the ultimate destination of these commo- 
dities, a very considerable proportion of which are not employed 
in British manufactures, but are re-exported to foreign countries. 

From the Blue Book of 1907, Cd 3687, it appears that of 
£8,195,000 worth of raw jute imported into Great Britain only 
£5,187 ,000 worth is retained in this country. The following are 
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a few other Indian commodities which are re-exported on a 
considerable scale. 

Article. Imported. Retained. 
Rice and rice flour ............ £1,693,000 £939,000 
Cotton (raw) ...... Ratieeeceds 1,482,000 781,000 
MS choca cos saree. Sosepenseses <es 730,000 147,000 
PRNEIM oetesoct cb earescecc capes 465,000 153,000 
ORG UTI goes coissenan sede osce8ess ' 849,000 194,000 
NOS cae scsassessates2 hoetesevennss 1,478,000 865,000 

Clearly if success is to attend Mr. Webb’s policy of securing 
to the Empire the advantage of working up India’s raw products, 
an export duty in India will not suffice, but a similar duty must 
also be imposed in England, the effect of which would be to 
imperil seriously her position as an emporium of the world’s trade ; 
commerce may not be in Mr. Webb’s eyes as important as manu- 
facturing industries, but the loss of England’s transit trade is 
surely a very big price indeed to pay for an advantage in a few 
manufactures. 

The Tariff Reform movement has brought about a revision of 

many economic orthodoxies, and we must therefore be cautious 

in our condemnation of doctrines which are unfamiliar and cer- 
tainly look rather queer. Such a doctrine is Mr. Webb’s novel 
conception of education as an agency for creating new markets. 
‘‘The vast sums spent by all modern nations on education are 
an example of State efforts that result in . . . increased wants 
and desires, increased demand. ‘Translated into the language of 
trade this means new and expanding markets, the mainspring 
and source of all industrial prosperity.’’ Surely this is to mistake 
the effect for the cause. If education increases the demand of a 
people it is because it heightens their industrial efficiency, increases 
their earnings, and so raises their effective demand for commo- 
dities which they have always desired but have not hitherto been 
able to afford. On whatever ground it is based, however, Mr. 

Webb’s plea for a more generous endowment of education in 
India may be warmly welcomed, though he has made a curious 
slip in saying that at present not 2 per cent. of the population can 
read and write. The true figure is over 5 per cent., and if the 
males only are considered, who alone count in the matter of econo- 
mic efficiency, the figure should be 10 per cent. 

In his excursion into pure economics Mr. Webb has put into 
unfamiliar prominence demand as a factor of industrial prosperity, 
meaning that no industrial community can be prosperous which 
has not access to good markets. ‘‘ Demand,’’ says Mr. Webb, 

‘‘ig the mainspring of all wealth-productive effort,’’ and in their 
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neglect of demand he detects the central error of the Free 
Traders. But surely the old economists always postulated the 
existence of demand, they assumed that land, labour and capital 
would be engaged in the production of goods that were actually 
wanted ; it is not contended even by Mr. Webb that goods are 
created for which there is no demand. The question at issue is 
whether a demand should be artificially created and specifically 
whether the imposition of a protective duty is not an unneces- 
sarily costly way of creating a demand. But questions of cost are 
repugnant to Mr. Webb; he condemns England for her worship 
of an ‘‘economic dogma of cheapness altogether unworthy in 
one so great,’’ and even rebukes the Government of India for an 

‘excessive caution hardly consistent with that strength and 
dignity which attach to an Empire of the wealth and power of 
Great and Greater Britain.’? Without disrespect to the Empire 
or even the Equator, we may surely demand that an economic 
policy should be judged by economic standards._ 

T. Morison 

The Fiscal Question. By A. Bonar Law, M.P. Five recent 
speeches by the author. Pp. 134. (London: The National 
Review Office, 1908.) Price 1s. net. 

Insular Free Trade, Theory and Experience. By Russen 
ReA, M.P. (Cobden Club Publications.) Pp. 68. (Caxton 
House, Westminster, 1908.) Price 6d. 

THESE two little books can be confidently recommended to 
those who want a clear and concise statement of both sides of the 

. fiscal question, or who wish to refresh their memories with regard 
to the principal points at issue between the advocates of Tariff 
Reform and their opponents. Mr. Bonar Law’s five speeches 
were all delivered between March, 1907, and March of the present 

year, and Mr. Russell Rea’s pamphlet is, as the prefatory note 
explains, a reprint of a lecture delivered in Birmingham in 1906, 
considerably extended, and brought up to date. 

Mr. Bonar Law more than once points out that Tariff Reform 
means two things. It means taxation of foreign manufactures, 
and it means Preferential Trade within the Empire, and although 
he has a good deal to say on the question of taxing foreign manu- 
factures, much the greater part of his speeches is devoted to the 
explanation of the advantages to be derived from Colonial Prefer- 
ence. Mr. Russell Rea, on the other hand, deals almost entirely 

with the arguments for and against Protection pure and simple, 
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and only touches here and there on the Imperial side of the fiscal 
question. 

It is on our need for expanding markets that Mr. Bonar Law 
bases his main argument, both for the taxation of foreign manu- 
factures and for Colonial Preference. In the speech delivered at 

Manchester, which is devoted almost entirely to pointing out the 

probable effects of 'Tariff Reform on the cotton trade, he says, on 
p. 25: ‘‘ The power of production in Lancashire is being enor- 
mously increased, and I cannot see where the new demand is to 

be found that is to absorb that increased production. There are 
there, I think, the seeds of a great disaster.’’ The importance of 

growing markets for our trade, both at home and abroad, is a 

point which, as it appears to us, is not sufficiently recognised by 
Mr. Russell Rea. He, we think, rightly maintains that ‘‘ we are 
keeping as much as we can do of the trade of the world in good 
times’’ (p. 36). But with expanding markets might not good 
times become more lasting and periods of depression less frequent ? 
The real question to be decided, however, is whether the taxation 

of foreign manufactures and Colonial Preference will bring with 
them all the beneficent results which are expected by Mr. Bonar 
Law. ‘‘ Manufacturers,’’ he says, ‘‘may be trusted to be the 

best judges of what is in their own interests, but surely it follows 

that if this change is in the interests of manufacturers it must 
also in the long run be in the interests of the men who work for 
the manufacturers. If it means a greater volume of business to 

manufacturers, it must mean a greater amount of employment for 

the workers ’’ (p. 31). But does this necessarily follow? If the 
manufacturers in a single trade succeed in obtaining Protection, 
both they and those they employ will no doubt benefit, if the 
latter can secure their share of the higher prices which it will be 
possible to obtain. But as Protection is extended to other trades 
the tendency will be for this advantage to diminish, and the 
greater the number of trades which are protected, the less will be 
the gain of each. Even if it be granted that Protection, however 
widespread, must always be in the interests of the manufacturers 
and those who work for them, it does not follow that Protection 

would be to the advantage of the community as a whole. We find 
no mention of the consumer in any of Mr. Bonar Law’s speeches, 
and he is altogether silent about the numerous persons who are 
engaged, not in producing goods, but in performing services whose 
products cannot be protected, and who would suffer rather than 
benefit by the change. 

Again, with regard to Colonial Preference, is it so certain 
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as Mr. Bonar Law would have us believe that the Colonies will 
grant us a Preference which would lead to a great expansion of 
markets for our manufactures, except at a price which would be 

too high for us to pay? He recognises that the Colonies are deter- 
mined to develop their manufactures, but thinks that for a long 
time there will be an enormous surplus which they must import 

from somewhere (pp. 50-52). This may be so, but the amount 
of our imports into the Colonies must largely depend upon the 
height of the tariff walls which the Colonial governments choose 
to erect against them. Mr. Bonar Law estimates that the extent 
of the changes brought about by the new Australian tariff ‘‘ will 
not mean an increase of more than 50 per cent.,’’ and he points 
out that the tariff is even then low as compared with those of other 

countries. Notwithstanding this, we are doubtful whether he is 
correct in thinking that ‘‘in the long run, the total volume of her 
[Australia’s] imports is more likely to be increased than 
diminished ’’ (p. 55). Mr. Russell Rea’s view as to the possibility 
of our obtaining anything like a substantial preference from the 
Colonies is in such striking contrast to that of Mr. Bonar Law that 
it seems worth while to quote what he has to say on the subject. 
After pointing out that the English Tariff Reformer of the neo- 
German Nationalistic school does not take this kingdom as his 

economic unit, but that his unit is the Empire, he goes on to say : 
‘‘The unit refuses to unify. The British Empire is a great 
fact, but, unfortunately, it is not an economic unit in the sense 

required for a ‘ National’ economic policy. We have India prac- 
tically a Free Trade country, with which we do as much trade as 
with Australia, Canada, and the South African Colonies put 
together, and we have these self-governing Colonies, each deter- 
mined to work out its own national economic development in its 
own area, on the lines of strictly national—that is, Colonial— 
Protection. To speak quite frankly, I have at this moment more 
hope that Germany will find her new tariff insupportable, and 
relax it. I have far more hope, even an expectation, that the 
United States will extensively reform her tariff in the Free Trade 
direction than I have of a similar movement in any of our self- 
governing Colonies’’ (pp. 19, 20). Mr. Russell Rea, however, 
does not, we think, give sufficient prominence to the fact that 
Preference has already been granted to us by the self-governing 
Colonies, a fact which should not be ignored, although opinions 
may differ as to the actual amount of the benefit we have derived. 
Mr. Bonar Law regards this benefit as considerable, and con- 

stantly reminds his audiences of the concessions which we have 
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already obtained from the Colonies, and we think he is right 
when he says : ‘‘ It is quite probable that the people of this country 
do not yet realise the material advantages of preferential trade, 
but this I am sure of—they do not desire to see this question 
settled without examination, they are not willing that the door 
should be closed once and for all on any theoretic grounds, but 
that if it is settled it should be settled after a careful examination 
of the practical advantages and disadvantages of the proposals ’’ 
(p. 65). 

There are several other points raised in these interesting 
speeches, which we should like to discuss, did space permit, such 
as the ‘‘ dear-loaf bogey,’’ small taxes on food as a means of 
binding the Empire more closely together, and of increasing 
supplies of wheat from the Colonies, also the effect of foreign 
trusts on our home market, a point which is just mentioned at 
the end of the last speech. With regard to taxes on food, Mr. 
Bonar Law’s opponents will be sceptical, and some of his friends 
perhaps a little disappointed when they learn from him that ‘‘ no 
one has ever proposed that there should be protective taxation of 
food in this country ’’ (p. 46). There are other questions which 
are discussed in both the books under review about which the 
two authors reach widely different conclusions, e.g., the difficult 

question of the comparative conditions of the working classes in 
England and Germany, the amount of unemployment in the two 
countries, the questions as to how far British exports are changing 
in character, and as to how far the industrial progress of some of 
the protectionist countries is to be set down to their tariffs. 

Mr. Russell Rea’s pamphlet, as has been said already, deals 
almost entirely with the arguments for and against Protection. 
He points out that ‘‘ Adam Smith and Friedrich List each in his 
own day propounded his theory academically, and enforced it 
by purely deductive arguments, based on certain generally- 
admitted principles of human action. The recent fiscal con- 
troversy has rightly proceeded on entirely different lines—it has 
been in the main an attempt on both sides to reason by inductive 
process from the mass of available statistics and experience’’ (p. 

54). It is by this kind of reasoning that he endeavours to show 

that free imports are still the best way of meeting hostile tariffs, 
and he adduces facts and figures in support of the three following 
propositions, viz. :—that we have the first call on the trade of 
the world, that we are keeping the best of the trade, and that we 
are keeping as much as we can do in good times. His remarks 
on the extent of our shipping, and the amount of employment 



1908] LE MARCHE A TERME DE BOURSE EN ALLEMAGNE 431 

which it gives (pp. 48-50), are subjects upon which he is of course 
particularly well qualified to speak, and they deserve careful atten- 
tion. Mr. Russell Rea is, we think, inclined to underrate some 

of the evils which are undoubtedly to be traced to our one-sided 
Free Trade, and the injury which foreign tariffs inflict upon our 
commerce, and he is also, perhaps, somewhat too optimistic with 
regard to the future, but, as he says, ‘‘one who believes in the 

truth, the present profit, and final triumph of Free Trade, must 
be an optimist ’’ (p. 62). Mr. Bonar Law appears to us to suffer 
from the same fault—if it can be called a fault—for he believes 
that ‘‘ Fiscal Reform is in itself the greatest of all Social Reforms, 
on which all other Social Reforms depend ’’ (p. 55). 

Henry 8. Furniss 

Le Marché a Terme de Bourse en Allemagne. Titre IV. de la 

Loi du 22 Juin, 1896. Etude juridique et économique. 
JEAN LeEscuRE. Paris: Librairie dela Société du Recueil. 

J. B. Sirey et du Journal du Palais. 1908. 8vo. 260 pp. 

THE author of this book—which deals with the effects of the 
German Bourse Law of 1896 on time bargains in stocks and 
produce—combines, to an exceptional extent, the qualities of a 
learned and acute lawyer with those of a highly trained and 
perspicacious economist. The subject of his work is interesting, 
as it analyses the results of a somewhat unique experiment. 
The attempt of the German legislature to restrain and regulate 
commercial speculation has been the subject of much heated 
controversy between its promoters and its opponents; the 
impartial comment of a critic who has no personal concern in this 
controversy, and is so well equipped for his task as the 
author of the work now under review, is therefore doubly 
welcome. The German Imperial Statute of May 8th, 1908, by 
which the Bourse Law has been considerably modified, has, no 

doubt, for the moment put an end to the strife between the 
contending parties, but from the point of view of the student of 
economic problems the subject has not lost any of its interest. 

The law of 1896 intended to serve two objects: (1) to 
prohibit time bargains on the public exchanges in certain classes 
of stocks and goods; (2) to prevent non-professional speculators 
from entering into any kind of time bargains on the Public 
Exchanges. The expression, ‘‘time bargains on the Public 
Exchanges’’ is here used as the equivalent of the German 

expression, ‘‘ borsenmissige Termingeschafte,’’ which expres- 
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sion was specifically defined by the original statute as including 
any contract for the delivery of stocks or goods at a specified 
future time characterised by the following special condition : (1) 
time was required to be ‘‘ of the essence ’’ of the contract (which 
means that the contract was to be treated as broken, if it was 
not performed at the exact stipulated date); (2) the contract 
had to be made subject to general conditions imposed by the 
authorities of a Public Exchange; (3) the stocks or goods which 
were the subject-matter of the contract had to be stocks or 
goods in respect of which time bargains were officially quoted 
on the Public Exchange under the rules of which the bargain 
was made. 

The following were the classes of stocks and goods as to which 
time bargains on the Public Exchanges were entirely prohibited 
by the law of 1896: (a) shares in mines and industrial under- 

takings; (b) shares in other undertakings having a capital of 
less than 20 million marks; (c) corn and flour and other similar 

goods ; (d) such other classes of stocks or goods as the Federal 
Council might determine to include in the prohibited classes. 
Having regard to the far-reaching effects of the rules as to 
registration in respect of all time bargains on the Public 
Exchanges, the total prohibition of such bargains in specified 
classes of stocks and goods has been of comparatively small 
importance. 

The exclusion of non-professional dealers from all kinds of 
time bargains on the Public Exchanges was to be brought about 
in the following manner. Bourse Registers were to be estab- 
lished throughout Germany, in which the names of all persons 
wishing to enter into time bargains on the Public Exchanges 
were required to be inscribed. No valid obligation was to be 
created by any time bargains on a Public Exchange unless both 
parties to such bargains were registered on a Bourse register, 
and all securities as well as all acknowledgments of indebtedness 
given in respect of any such bargain were to be of no effect. On 
the other hand, it was provided that in the case of both parties 
being inscribed on a Bourse register a time bargain coming 
within the definition referred to above was not to be invalidated 

on the ground that it was in the nature of a gaming contract. 
In this manner the gaming nature of a contract ceased to be 
pleaded as a ground of nullity in the case of time bargains on 
the Public Exchanges. If one of the parties to such a time 
bargain was not on the register, this fact was sufficient to 
invalidate the transaction, and it was unnecessary to prove that 
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it was of a gaming character ; if, on the other hand, both parties 
were on the register, the fact that it was of a gaming character 
did not invalidate it. The object of these provisions was to 
induce all persons habitually transacting business of the nature 
described, either on their own behalf or as agents for others, 

to inscribe their names on the register and to avoid all dealings 
with unregistered persons. 

The authors of the Statate of 1896 proceeded on the assump- 
tion that the diminution of risk in the case of dealings between 
registered persons would make the registers popular, but this 
assumption was erroneous. ‘To use Mr. Lescure’s words: ‘‘ La 
spéculation a refusé une sécurité juridique, qu’elle achetait, disait- 
elle, au prix de son honneur et de sa considération. Le négo- 

ciant, le financier, refusérent de se faire inscrire sur un registre 

qui les ravalait aux yeux du public’’; the number of entries 
as shown by the tables given by the author are quite insignificant. 

In order to escape the consequences of non-registration 

various methods were adopted for transforming the transactions 
affected by the new law in a manner which, without altering 

their economic effect, would bring them outside of the definition 
quoted above. The Supreme Imperial Court at Leipzig, however, 
declined to be hampered by the letter of the Statute, and dealt 
with the transformed transactions in the same way as if they 
had been included in the definition. The result of this strict 
interpretation of the law was no doubt injurious from a moral 

point of view, as it enabled dishonest persons to pocket the profits 
on their time bargains and to avoid payment of their losses. This 
is admitted by Mr. Lescure, who quotes some very interesting 
recorded instances of such a course of conduct, but he is more 

sceptical with reference to the statements made by the opponents 
of the Bourse Law of 1896 alleging that this enactment has had 
disastrous effects on the economic life and financial position of the 
German nation, and that it has caused a material contraction of 

business and given rise to violent fluctuations in the prices which 
would have been avoided if the Public Exchanges had performed 
their proper functions. The figures given by the author show 
that between 1897 and 1900 no material contraction of business 
took place, and that the contraction which did take place since 
1900 is due to a large extent to causes other than the provision 
of the Bourse Law. One of these causes is the concentration 
of business in the hands of trusts, syndicates, or other trade 
combinations, on which Mr. Lescure has some very interesting 
observations. He also maintains that the contraction of Stock 
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Exchange and Produce Exchange business is not necessarily a 
symptom of commercial and industrial decline. 

While admitting the economic usefulness of speculation, he 
is of opinion that it is within the province of the State to regulate 
it and to prevent its abuses. 

In the course of discussing the unfavourable effects which 
the attempt to suppress time bargains in wheat is alleged to have 
had on the fluctuations in prices, Mr. Lescure gives an interesting 
survey of these fluctuations, and also investigates the operation 
of the German system of import duties and export bounties, and 
of their influence on the German wheat markets. The author 
in this manner does not merely throw light on his immediate 
subject, but also gives a valuable insight into the development 
of various branches of German economic life. 

The amended Bourse Law of 1908 will probably, on the whole, 

meet Mr. Lescure’s views, as it seems better fitted to suppress 
illegitimate speculation, while removing some of the fetters 
imposed on legitimate operations by the law of 1896. The 
definition of ‘‘ time bargains on the Public Exchanges ’’ contained 
in the Act of 1896 has been dropped. It is now left to the free 
judgment of the Courts to determine what classes of time bargains 
are affected by the provisions of the Bourse Law. The prohibi- 
tion as to time bargains on the Public Exchange in wheat, flour, 

and similar articles is maintained, but, in order to prevent the 
Courts from extending the operations from time bargains not 
intended to be affected by the Bourse Law, it is expressly 
declared that contracts for the delivery of wheat, flour, and similar 

articles are not to be deemed included in the prohibited time 
bargains if they are made subject to general conditions approved 
by the Federal Council and also conform to the following require- 
ments :— 

(a) One of the contracting parties must be a producer or 

transformer of goods of the same kind as the goods to which the 
contract refers or a trader or registered co-operative association 
whose business it is to purchase or sell wheat or flour or similar 
articles or to lend money on the security of any such articles ; 

(b) Time must not be made of the essence of the contract ; 

(c) Certain specified conditions as to the quality of the goods 
forming the subject of the bargain must be embodied into the 
contract. 

The chief features of the new Act are the alteration of the 
test by which professional dealers are distinguished from outsiders 
and the modification as to the effect of time bargains in stocks 
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to which outsiders are parties. Registration in the Commercial 
Register has now taken the place of registration in the Bourse 

Registry. All persons or companies registered in the Commercial 
Register (excepting small traders), and certain other classes of 
persons and corporations (including retired traders and retired 
members of any Public Exchange), are now authorised dealers 
for the purposes of the Act. As all persons and companies who 
carry on business on a fairly large scale are necessarily inscribed 
in a commercial register, this means that every important trading 
firm or company is now included in the authorised dealers, and 
that only such persons are excluded who ought to abstain from 
speculative transactions. ‘Time bargains on the Public Exchanges 
are, as a general rule, void as heretofore, unless both parties are 

authorised dealers; but an important modification arises as to 

time bargains in stocks, in the case of one of the parties being 
an authorised dealer and having obtained security for the per- 
formance of the bargain. In such a case_the authorised dealer 

will in future be bound by the bargain; the other party will 
not be bound personally, but the security given by him will be 
operative. 

It is generally hoped that the inconveniences created by the 
provisions of the Act of 1896 and the opportunities offered thereby 
to dishonest persons will now be obviated, without interference 
with the legitimate objects which that Act was intended to 
promote. Experience alone can prove whether this hope will be 
fulfilled. Perhaps in a few years Mr. Lescure, in a new edition 
of his book, will help us to examine the results of that experience. 

ERNEST J. SCHUSTER 

The Distribution of Ownership. By JosEPpH HaRpING UNDER- 
woop, Ph.D. (New York: The Columbia University Press. 
1907. Pp. 219. Price $1.50.) 

THE title of this book is somewhat deceptive, as it leads the 
reader to expect an account of the division of property between 
different classes of owners, such as private individuals, partner- 

ships, and incorporated companies on the one hand, and muni- 
cipal corporations and the State on the other. As a matter of 
fact, such subjects are barely mentioned, and the largest part of 
the essay is devoted to a short review of the history of property 
from primitive times onward, and enters into the fields of political 
science and jurisprudence, rather than into that of economics. 

Basing his account upon the leading authorities, Professor 
Ga 2 
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Underwood traces the historical development of the rights and the 
limitations of ownership of slaves, of land, and of corporate pro- 
perty on the continent of Europe, in England, and in the United 
States, his treatment of the last country naturally being the 
most detailed. In a long chapter on the limitations of corporate 
ownership in the United States, mention is made of such diverse 
subjects as the tendency in many industries for ownership to be 

concentrated in a few hands, the taxation of industrial corpora- 
tions, factory legislation, trade unions, profit sharing, and co- 
operative societies. About a page is devoted to municipal trading. 
The author points out that in the United States somewhat more 
than one-half of the town water-supplies and one-fifth of the 
electric light systems were municipal property in 1902. On the 
other hand, municipal tramways are almost unknown, and it is 
by no means exceptional to find towns in which the sewers are 
owned by private persons. 

The subjects of the control of trusts and the regulation of 
railroad companies are treated at somewhat greater length, but 
hardly receive as much attention as might be expected, in view 
of the fact that these questions are very real ones in the United 
States at the present time. For an English reader the most 
important point to grasp is the constitutional difficulties raised 
by these questions. According to the United States Constitution, 
companies incorporated in one State of the Union are entitled 
to carry on business in every other State of the Union, which 
renders ineffective almost all efforts to control trusts by State 
legislation. . At the same time, the construction placed upon 
another clause of the United States Constitution by the Supreme 
Court is such that federal legislation dealing with trusts, as for 
example the “‘ Anti-trust ’’ Act of 1890, is practically powerless. 
The most successful step taken by the Federal authorities has 
probably been the establishment of the Bureau of Corporations 
to investigate the business methods of “‘ trusts,’’ about which 
complaints have been made. At the present time, reports dealing 
with the oil trade and the beef trade have been published, and 
inquiries are being made into the tobacco and the steel industries. 

Both the Federal and the State Governments have recently 

devoted considerable attention to regulating the railroad com- 
panies. The central authorities, acting principally through the 
Inter-State Commerce Commission, have sought to stop the 

preferential rates granted to large customers, and the secret rebates 
which these customers frequently obtained to the detriment of 
their smaller competitors. The State authorities have given 
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special attention to passenger fares, and have often of late 
attempted to impose a maximum fare of two cents a mile, instead 
of the three or four cents usually charged. As in the case of 
the control of trusts, Federal and State authorities have found 

the United States Constitution a considerable obstacle to their 
efforts, but this may change in time, as the Supreme Court, 
which is charged with-the interpretation of the Constitution, is 
not bound by precedents. 

In the final chapter Dr. Underwood discusses the ethics of 
ownership, and expresses the hope that there may be some re- 
distribution of ownership in the future, so that the poor man 
can reasonably look forward to possessing a little property, suffi- 
cient at least to mitigate the worst evils of poverty, and that at 

the same time more limits may be imposed upon the power 
attached to wealth. 

At the end of the book there is a long list of the authorities 
consulted by the author when writing this essay, which testifies 

to the thoroughness with which the work has been done. The 

writer has brought together, within a reasonably small space, a 

lot of interesting material, but the value of the book would have 
been enhanced had there been a good index, in addition to the 
analytical table of contents. 

Dovuctas Knoop 

Railway Corporations as Public Servants. By H. 8S. Haines. 
(The Macmillan Co. Pp. 226. Price 6s. 6d. net.) 

THE public nature of the services rendered by railways has 
long been recognised, and supplies the basis for the arguments 
in favour of railway nationalisation. Mr. Haines, however, is no 

believer in the alleged benefits of State ownership. On the 
contrary, he holds that all, and more than all, the benefits deriv- 

able from State ownership can be obtained under a system 
depending on private enterprise combined with efficient State 
control. The State control of the past comes in for very severe 
criticism, Mr. Haines summing up his position in the words, 
‘“‘ Let us then not legislate against the railroads, but for them.”’ 
That the railroad legislation of the United States in particular 
has usually taken the form of attacks on the railroads, there can 
be no denying. In fact, it has been too frequently ‘‘ panic ’’ legis- 
lation. 

Whilst we cannot always agree with Mr. Haines’s conclusions, 
it is due to him to recognise the impartiality with which he has 
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given instances of the abuse by some of the American railroads 
of the power vested in them. The remarkable series of trans- 
actions conducted by Mr. Harriman in connection with the Union 
Pacific R.R. are related in some detail. By a series of financial 
legerdemains Mr. Harriman has made the Union Pacific R.R. 
Company ‘“‘either to be dominant or powerfully influential in 
54,000 miles of railroad, being one-fourth of our (U.S.A.) total 

mileage, with 40 per cent. of its capital and 30 per cent. of its 
earnings.’’ The power wielded by the president of this vast cor- 
poration is stated plainly to be greater than that of the President 
of the United States. The position built up has only been possible 
owing to misdirected and defective legislation. 

It is not difficult to understand that the people of the United 
States have become alarmed at the vast power concentrated in 
the hands of a few railway magnates, and that many have reached 
the conclusion that State ownership is the only efficient remedy. 
Mr. Haines gives many reasons for considering this impracticable 
in the case of the United States. The vastness of the proposition, 
which would make 200,000 miles of railway and the 1,500,000 

railway employees a department of the federal government, is 

in itself appalling! The debt of the United States would be 
increased by at least $14,000,000,000, and the effect of this on the 

national finances is certainly a matter for serious consideration. 
Mr. Haines does not, however, rest content with these facts. 

He considers also whether the conduct of the transportation will 
continue equally efficient, whether railway employment will con- 
tinue to attract a like number of the ‘‘ captains of industry,” 
whether the public will be equally well served. The answers to 
these questions are certainly matters for argument, and we cannot 
always accept Mr. Haines’s decisive negative. When, however, 
he considers the past control, and denounces the action of the 
State, which has consistently forbidden the railways to make 
peace with one another, and has forced them to fight until the 
weaker succumbed, we are quite at one with him. 

The supporters of railway nationalisation will do well to read 
this book. From its pages they will be able to call much to 
support their position, but they will also find in its pages many 
of the arguments which they will be called upon to meet if they 
are to convince the country that State ownership is to be preferred 
to private enterprise. 

W. T. STEPHENSON 
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The Nationalisation of Railways. By A. Emil Davies. (Adam 
and Charles Black. Pp. 125. Price 1s.) 

TuIs book is a poor effort to put forward the case for railway 
nationalisation. When it is compared with Mr. Pratt’s ‘‘ State 
Railways,’’ which was reviewed in the December JOURNAL, 

the inevitable conclusion is reached that if Mr. Pratt was biassed 
in favour of private ownership of railways, Mr. Davies is even 
more strongly biassed in the reverse direction. The result is a 
piece of writing calculated to mislead the general public, and to 
make more careful readers wonder whether there is any case at 

all for the nationalisation of our English railways. 
To take a single instance of the manner in which Mr. Davies 

handles his figures, on p. 15 the fact that 195 millions of pounds 
have been added to the capital owing to stock conversion, con- 
solidation and division, is emphasised, but there is absolutely no 
reference to the amount of capital raised at a premium. In dealing 
with the question of capital, Mr. Davies might also have given 
some consideration to the difference in capital cost per route mile 
and per mile of single line. Many railways leading out of London 
have had to make four or more lines of rails for many miles out to 
meet the needs of the suburban and long-distance traffic, and 
it is absurd to treat these miles as exactly the same as the miles 
of line serving the country districts. 

This misleading use of railway mileage shows that Mr. Davies 
either deliberately misrepresents the railways or is thoroughly 
ignorant of railways and railway working. Whichever be the 
truth he is clearly disqualified from being taken seriously. 

When Mr. Davies attempts to discuss competition and co- 
operation between railways, he contradicts himself repeatedly. 
In one place he rates the railways soundly for wasteful competi- 
tion, whilst in another he holds up the London, Brighton and 
South Coast Railway to ridicule because they have made an 
agreement to avoid competition at Eastbourne by sharing the 
profits from the traffic with another railway. Again, he pleads 
the advantages of single administration, and fails to appreciate 
that he is thereby making an indictment against the State control 

of the past rather than against the railways which have continually 
been prevented from joining hands and so abolishing competition. 
If Mr. Davies had studied the history of the union of the South 
Eastern and Chatham and Dover Railways, he would have realised 
how very difficult and expensive it has been for railways to 

obtain Parliamentary sanction to unite. 
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At the close of the book Mr. Davies gives the address of the 
Railway Nationalisation Society. That society will be well 
advised not to depend on the facts or arguments set out in this 
book for its case in favour of State ownership. That there are 
good arguments for State ownership there is no denying, but 
the arguments for and against nationalisation appear to be 
unknown to Mr. Davies. 

W. T. STEPHENSON 

Socialismus und Sociale Bewegung. By WERNER SomBarRt. 6th 
edition. (Jena: Gustav Fischer, 1908. Pp. xi. +395.) 

PROFESSOR SOMBART has reissued in a new form his valuable 
work on ‘‘ Socialism and the Social Movement.’’ The plan of the 
book is similar to that of the original version, but it has greatly 
increased its contents since the publication of the edition which 
Mr. Atterbury translated into English ten years ago, and even 

since it was reviewed in this JOURNAL two years ago. 
A portion of the early introduction describing Owen and the 

Utopian Socialists is now omitted, and the author concentrates his 
attention on a realistic representation—very solid and satisfying— 
of the existing conditions of actual Socialist parties, with a critical 
discussion of their tendencies. So rigorous is his self-restraint 
that it is only after the perusal of some three hundred pages of 
the work that any definite conception as to the writer’s personal 

attitude towards the doctrines of Socialism begins to take form 

in his reader’s mind. It is a valuable example of the objective 
treatment of controversial matter, touched with imagination and 

insight which prevent its becoming a mere photograph of actuali- 
ties. 

His treatment of Marx is typical of this judicial point of view. 
Marxism, he says in effect, represents ‘‘ une orientation,’’ an 

attitude of mind rather than a creed (to borrow a phrase recently 

applied to a very different sphere of thought). Though modern 

Socialism is permeated with it, it is Marxism with most of the 

doctrines of Marx omitted. Imperceptibly they have been under- 
mined, as history has shown the falsity of the ‘‘ doctrine of in- 

creasing misery,’ &c., until the followers of the would-be philo- 

sopher and economist opened their eyes at length to find his 
system, “‘ like the campanile at Venice,’’ in ruins before them. 

So far as theoretical calculations could assist them, Marx and 

Engels could claim to have discovered ‘‘ the new star’’ which 
was the symbol of the social movement that they helped to shape ; 
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but it was left to their successors actually to recognise it among 
the heavenly bodies. Although they were impracticable in their 
immediate recommendations (which were due to the revolutionary 
atmosphere of their youth and to the influence of those lower 
strata of society which they helped to become articulate), yet they 
bequeathed to modern Socialism its ‘‘realistic, historical, and 
evolutionary character ;*’ its aim, collectivism; its weapon, the 

class-war. In practice, however, they involuntarily demonstrated 
the permanent gulf between science and Socialism, and the 
promulgation of their doctrines in their crudest form retarded the 

advance of the movement. 
Herr Sombart holds firmly to the idea of the ‘‘class-war,’’ 

toned down to suit a civilised society dimly conscious of its 
solidarity, and on this basis he insists on the ‘‘ essential unity ”’ 
in all countries of the trend of modern Socialist thought. The 
old revolutionary leaders—Bebel, Guesde, Hyndman—are no 
longer revolutionary in their immediate Meals; ~the reformists 
likes Jaurés and Vandervelde are revolutionary in their adherence 
to the idea of the ‘‘ class-war.’’ The course of social evolution 
has brought the proletariate ‘‘ inevitably ’’ to the same stage of 
revolt against Capitalism, and by three roads—Parliamentary, 
Trade Union, and Co-operative action—its sections are advancing 
to the same goal. The differences which appear so large are differ- 
ences only of tactics. After a detailed consideration of the progress 

of ‘‘the social movement’’ in America, and in the different 

countries of Europe, he concludes that the streams of proletarian 

thought are flowing in the same direction. ‘‘ The working classes 
will never be ‘ contented’ again,’’ though the form of Socialism 
in which their discontent will express itself will not be revolu- 
tionary. Here, and in his pronouncement on the incompatibility 
in the future of political patriotism with international Socialism, 
the author modifies his attitude so far as to permit himself to look 
forward. 

In an interesting chapter on the recent growth of ‘‘ syndical- 
ism’’ or revolutionary Trade Unionism in France and Italy, he 
criticises this recent break in the ‘‘ trend towards unity,’’ and points 
out the utter impracticability of its ideals. Nevertheless, he is 
inclined to rate it more seriously than do some of its chroniclers, 

though he characteristically declines to prophesy its future. If it 
succeeds in finally capturing the Trade Unions and in making its 
peace with co-operation, the effect will be serious on Socialism as 
a whole. For both Trade Unions and co-operative societies are 
the Socialist training-ground, ‘‘the elementary schools of Social- 
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ism’’ in its more reasonable forms. Their educational effect in 
the direction of moderation cannot be underestimated—witness 
their influence in England and Belgium respectively. Therefore 
he urges the history of the English social movement, ‘‘ its exces- 
sive sobriety,’’ and absence of ‘‘soul-stirrings’’ so characteristic 
of the nation, as an object-lesson to vehement Continental 
reformers, while at the same time he makes an eloquent plea for 
the restoration of ideals to rescue the Socialist movement from 
the materialism which threatens it. 

C. V. BUTLER. 

Continuation Schools in England and Elsewhere. Edited by 
M. E. Sapuer. (Pp. xxvi—779. Manchester University 
Series.) 

In this volume Mr. Sadler, with the help of various writers, 
surveys the whole field of continuation schools in this and other 
countries. The term ‘‘ Continuation School’’ is a rather vague 
expression used to cover a great variety of forms of education, 
ranging from a two or three years’ course at a technical day school 
down to a class in shorthand held in the evening for a single hour a 
week. But the presence of two characteristics gives unity and 
definiteness to an otherwise vague expression. As the name 
implies, the school represents something added to the Elementary 
School, and, secondly, the instruction has a more or less close 

relation to the occupation of the student. 
In spite of the many years during which continuation schools 

of a kind have existed, the whole subject must still be regarded 
as in an experimental stage. Voluntary effort and State-sup- 
ported classes go on side by side, and no connected system, at 
any rate in this country, can be said to exist. The value of the 
present work lies mainly in the comprehensive survey it takes 
of the many aspects of the problem. But, as in the other volumes 
for which the same editor is responsible, Mr. Sadler is not content 
to present a picture merely of existing conditions. He is equally 
anxious to explain the significance of the different developments 

by determining the general trend of events. 
In spite of the variety of the subjects discussed and the 

number of authors responsible for the different chapters, there is 
an amount of agreement not always found among writers on 
social problems. Three conclusions will remain in the mind of 
the reader when he reaches the end of the volume. First, the 

State must assume a more or less active responsibility for the 
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technical training of those entering the trades and professions. 
Secondly, the limit of progress along existing lines has been 
reached. Thirdly, further progress can only be secured by 
introducing into the continuation schools the element of com- 
pulsory attendance. 

With regard to the first, it is clear that the old system of 
apprenticeship has broken down. The industrial development of 
the last century, with its growth of huge factories and its minute 
subdivision of labour, has made impossible the all-round training 
which could once be obtained in the workshop. The various 
voluntary associations for encouraging apprenticeship which of 
late years have sprung up in considerable numbers, have recognised 
this fact by endeavouring to secure the attendance of the appren- 

tices at trade classes held in technical institutes, while the more 

thoughtful employers have, in certain instances, made the 
attendance at such classes one of the conditions of apprenticeship. 

It might be thought that the development of eyening classes, 
or of courses of instruction, held during the day and attended by 
pupils with the leave of their employers, might meet the exigen- 
cies of the situation, but experience points to a different conclusion. 

On the most generous calculations ‘‘ not more than one in five of 
the children in England and Wales regularly attend the con- 
tinuation schools during the years immediately following the 
elementary day school courses,’’ nor do the figures show much 
tendency to increase. A careful inquiry among teachers in 
evening schools leads to the conclusion that even these figures 
can only be maintained by allowing the recreative element to 
loom largely in the curriculum. 

As regards attendance at day classes it is the very exceptional 
employer who allows his apprentices “‘ time off ’’ in order to take 
advantage of such institutions; while it is a small minority of 
employers who recruit their workshops, and who would therefore 
hope to gain any advantage from their better training. Finally, 
a very large number of boys and girls reach home too late or too 
tired to attend an evening school. 

The great difficulty in the organisation of evening classes in town 
and country alike arises from the failure on the part of great numbers 

(it is to be feared the majority) of employers to recognise their 
responsibility towards the further education of the young persons in 
their employment. To this general failure of the sum of educational 

responsibility there have always been numerous and bright excep- 

tions, and it would be unfair harshly to criticise the past in the 
light of the changed ideas of the present. . . . But the efforts of 

‘ 
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the good employers must not lead us to overlook the failure of the 
bad ones. I have myself been led to the conclusion, which I submit 
to the consideration of the reader, that the most effective way of 
dealing with the difficulty will be to throw upon all employers by 
statute the duty of granting to those of their male and female work- 
people who are under eighteen years of age, the necessary time for 
attendance at continuation classes at hours prescribed by the by- 
laws of the local education authority. In addition to this, power 
should be given to make attendance at continuation schools, at hours 
not incompatible with the physical well-being of the pupils, com- 
pulsory for young people up to seventeen or eighteen years of age. 

In this passage Mr. Sadler clearly expresses his opinion that 
it is necessary to introduce the element of compulsory attendance 
at continuation schools, if we desire to include the greater 
number of the children as they leave the elementary schools. ‘To 
this point he returns again and again himself, while the other 
contributions to the volume add arguments in its favour. 

This conclusion is undoubtedly the most important result of 
the study of continuation schools. If we leave this country and 
go to the Continent we can find such a system in actual operation. 
In Munich, for example, ‘‘ compulsory instruction is given for 
at least eight hours per week.’’ ‘‘ There is no compulsory in- 
struction after 7 p.m. An effort is being made to hold as many 
classes as possible during the day-time.’’ In other parts of 
Germany and in Switzerland we likewise find a tendency to make 
attendance at continuation schools compulsory, and, what is no 

less important, to make that attendance compulsory during 
working hours rather than in the evening. Experience goes to 
show that a child is not fit, either mentally or physically, to take 
full advantage of instruction at the close of a long day’s labour 
spent in the factory. 

While Mr. Sadler is ‘‘convinced that in the end some form 
of compulsion to attend day or evening continuation classes 
between fourteen and seventeen years of age will be found desir- 
able,’’ he is of opinion ‘‘ that we in England have still much to 
do before we shall be ready to use the weapon of compulsion so 
far as attendance at continuation schools is concerned.’’ He 
would, therefore, deplore ‘‘ prematurely invoking compulsion,’’ 
and appears to regard it as a thing to be realised rather in the 
remote than in the near future. 

It is more than doubtful whether he is not mistaken in this 
belief. There is good reason to believe that a rapid movement 
in this direction is setting in. The problem of the unemployed, 
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and, in particular, of the unemployable, is seen to have a close 
connection with the faulty training of the young. It is an open 
secret that the Poor Law Commission has amassed much evidence 
in support of this view, and it is not improbable that the report 
will contain a recommendation in favour of compulsion. 

Now if compulsion is to come it is in every way desirable 
that it should come in a proper form. Mr. Sadler would leave 
considerable discretion to local education authorities ; and while, 

of course, this is desirable, one might have wished that he had 
laid down a little more clearly the limits within which that dis- 
cretion may be exercised. T'wo points are of fundamental import- 
ance. First, compulsion itself must not be made optional or it will 
rarely be exercised ; and secondly, there must be compulsion during 
the day and not in the evening. 

Is it too much to hope that we are on the eve of the inaugura- 
tion of a new half-time system, where every young person, 
between the ages of fourteen and eighteen, must_ attend school, 

either in the morning or in the afternoon? Readers of the present 
valuable book will be driven to the conclusion that only in this 
way can the difficulties, there unfolded, be solved or the author’s 
ideal of a continuation school be realised as a place which shall 
‘‘ inspire a sense of personal duty towards the community.’’ 

R. A. Bray 

The Stannaries: A Study of the English Tin Miner. By GEorRGE 
RANDALL Lewis, Ph.D. Harvard Economic Studies. 1908. 

Pp. xviii+299. (Constable and Co.: London. Houghton, 
Mifflin and Co. : Boston and New York.) 

IN spite of the vast mineral wealth of this country, and its 
exploitation from very early times, the history of the development 
and organisation of English mining has been hitherto almost 
neglected. The miner’s status and conditions of life and work 

prior to 1800, which have been so carefully studied in 
Germany, have never attracted serious investigators in England. 
The book under review is therefore especially valuable, inasmuch 
as it deals with an unexplored field, and one of the highest 
importance in the national economy of the country. 

A great merit of the book is that it treats of tin mining and 
the miner as part of the general development of mining both here 
and on the Continent. Hence we get frequent references to the 
English lead, iron and coal mines, as well as to German, French, 

and Belgian conditions, and we are thus enabled to see not only 
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in what respects English mining was peculiar, but also in what 
ways tin mining resembled or differed from the other forms of 
mining. 

The book is also an important contribution to the history of 
English commerce. In the early middle ages, when England lay 
off the main stream of the world’s trade, it was tin, lead, and 

wool which brought her into touch with the Continent and the 
greater civilisation it represented. Tin was a thing that 
was essential for the utensils of brass and pewter which 
were in general demand for household purposes. Foreigners 
came to this island to obtain tin, and they influenced the whole 

of English economic development. The country was found to be 
worth calling at and worth exploiting, and English commerce 
and resources were gradually developed by foreign skill and 
capital. Tin was one of the articles which purchased from 
Venetian and Genoese merchants the spices which helped for 
centuries to relieve the deadly monotony of the staple diet of salt 
beef. 

From the very first tin formed one of the East India 
Company’s important articles of trade, and through its agency 
the metal was carried to India, Persia, and Japan. This again 
was a circumstance of national importance, as the English had 
so few acceptable things to take to the East. The English heavy 
cloth was not a suitable product for Eastern markets, and the 
English merchants were at a great disadvantage as compared 
with the Dutch, whose linen was in great demand. ‘Tin, 

however, helped to redress this inequality. 
The nature of our chief exports has so completely changed 

during the eighteenth and nineteenth centuries that we are apt 
to forget that tin was one of the important bases on which our 
international trade has been built up. 

In his account of the Stannaries, Mr. Lewis first of all 

describes the technical conditions which have prevailed in the 
tin industry from early times. He then deals with the external 
history of the tin trade, the shifting of the centre of the tin 
district from Devon to Cornwall, and the foreign trade in tin. 
This is followed by a chapter on early mining law. It seems 
that there were three kinds of mines in England—royal mines 
which belonged to the King, mines which belonged to the owners 
of the land, and free mines, to which latter class the tin mines 

in Devon and Cornwall belonged. In the case of free mines the 
tinner could freely search for and work tin wherever it might be 
suspected, regardless of the rights of the landlord. This was 
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b] called ‘‘ bounding,’’ and where it prevailed ‘‘ it was open to the 
poorest villein to become his own master simply by laying out 

a claim and registering its boundaries in the proper court ”’ 

(p. 35). 
The position of the tin miner in regard to taxation is no less 

interesting than his roving right to dig and search for the metal. 
He paid taxes not as an Englishman, but as a miner. He did 
not pay any of the ordinary taxes, such as the tenth and fifteenth, 
but paid proportionately to the value of the tin mined. Hence 
the tin mines had a very effective means of securing redress from 
the monarch when they considered their rights invaded. They 
simply stopped mining, and the King got no revenue. We find 
accordingly that the tinners’ complaints were attended to with 
considerable promptitude. 

The King had the right of pre-emption in regard to all the 
tin produced, a right which was sometimes utilised to prevent 
the tinners being squeezed by the dealers as to price, and some- 
times it was utilised by the King to corner tin on his own account. 

Not merely was the tinner a man apart in matters of taxation : 
he also had a peculiar position as regards law and justice. He 
was simply not subject to the ordinary law of the land, but only 
to the laws of his own Stannaries Parliaments as administered 
in his own Stannaries Courts. These were organised as separate 
institutions in 1201 in Cornwall, and 1305 in Devon. The tin 
mines thus constituted an imperium in imperio, and have con- 
siderable constitutional as well as economic interest. 

After tracing the development of the tinners’ privileges in 
regard to the administration of justice and taxation from early 
times down to the disappearance of this special jurisdiction in 
the nineteenth century, Mr. Lewis passes on to describe the 
changes which have taken place in the industrial organisation of 
the trade. ‘The early and rapid development of capitalism in its 
various forms is described at length, but Mr. Lewis shows that 

even to-day the conditions prevailing in the Cornish tin mines 
are peculiar in many respects (p. 206). 

A final chapter is devoted to a consideration of the methods 
of disposing of the tin, and to the abuses which have arisen in 
connection with the various systems of marketing. 

The book is an excellent one, and well deserves the David A. 

Wells’ prize which it gained in 1907. It is a valuable contribu- 
tion to the constitutional and economic history of England. 

L. KNOWLES 
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British Committees, Commissions, and Councils of Trade and 

Plantations , 1622-1675. By Professor CHARLES M. ANDREWS. 
(Johns Hopkins University Studies, XXVI., 1-3.) (Balti- 

more : Johns Hopkins Press, 1908.) 

THOSE who attempt in future to learn something of English 
colonial and trade policy during the seventeenth century cannot 
be too grateful to Professor Andrews for his valuable monograph 
upon an obscure and hitherto neglected aspect of the subject. 
The story of colonial settlement and colonial government and 
customs, and the problems of colonial trade, are to some extent 

familiar. Now, for the first time, we get full details of the various 
experiments undertaken by the authorities in England for the 
supervision and management of domestic, foreign and colonial 
trade, and for the general oversight of the colonies, whose develop- 
ment during the second half of the seventeenth century was so 
intimately connected with commerce. It becomes abundantly 
clear that the amount of machinery devised for purposes of inves- 
tigation and control was greater than has hitherto been assumed. 
The tangled relations of the various committees, sub-committees, 

councils and commissions, some temporary and some permanent, 
are simply bewildering, but the writer enables us to follow the 
different threads with comparative ease. Here, as in other 
respects, the evidence shows that the Council, whether called Privy 
Council, Council of State, or Protector’s Council, realised its 

responsibilities. Either directly through its own Committees, or 
through bodies of experts, it endeavoured to cope with the new 
problems created by colonial settlement and colonial trade, while 
royal commissions were also instructed at times to investigate 
certain questions. The period of unparliamentary government is 
shown to be of some interest as marking the creation of the first 
Privy Council Committee of Trade which had any claim to per- 
manence, and to it all matters connected with trade were referred 

throughout the decade, while temporary bodies were appointed 
to deal with plantation affairs. The most important of the latter, 
the Commission for Foreign Plantations, called also the Laud 
Commission, sat for seven years (1634-41), but though possessed 

of extensive powers it accomplished little, and many questions 
were submitted to special sub-committees of experts. Is it not 
probable that the pressure of other matters prevented Laud (the 
chairman), and other high State officials, from exercising powers as 
far-reaching as those actually wielded in the arbitrary courts? 
The war naturally diverted attention, and though, as early as 
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November 24th, 1648, a Parliamentary Commission of eighteen 

was authorised to control plantation affairs and to exercise wide- 
reaching powers, it, like its predecessor, accomplished little. We 
wonder, as he does not mention it, whether the writer has come 

across the earlier ordinance of November 2nd, dealing with the 
points referred to in the commission quoted, and by which the Earl 
of Warwick was made ‘‘ governour in chiefe and Lord High 
Admiral of the plantations in America.’’ It was not until the close 
of the war that trade or colonies could be seriously considered. 
Then, however, there was no delay, and Parliament at once handed 

over to the Council of State all authority to control foreign and 
domestic trade and plantation affairs. The Council found it expe- 
dient in 1650 to appoint a Council of Trade, upon whose history 
Professor Andrews throws much light. In an appendix, he prints 
those statesmanlike and comprehensive instructions which, as he 
says, give definiteness to the commercial and colonial programme of 
England. The instances mentioned of cases brought before this 
Council of Trade and its successor, the Trade and Navigation Com- 

mittee (1655-7), show them to have been more actively concerned 
with the vital trade questions of the time than with colonial 
matters. This was probably due to the activity of the Council 

of State, which directly and through Committees effected some- 
thing. Though little was accomplished notwithstanding the 
variety of machinery, and though there was no consistent plan, 
Professor Andrews clearly holds that the schemes and successes 
of the Restoration period owed much to the experiments of the 
Interregnum, and to the agitation of such hard-headed practical 
merchants as Noell and Povey, whose influence is marked from 
1655 onwards. As colonial trade became more important, 
remedies for existing defects in the conduct of colonial business 
were suggested by men with a direct stake in the development of 
that trade, and one of the most interesting parts of the book is the 
comparison of Povey’s practical suggestions with the instructions 
actually issued to Restoration councils. Clarendon utilised the 
experience of merchants and planters, and the policy of control by 
separate and select councils for trade and for plantations was 
maintained until his fall. Then, for a short period, the Privy 

Council Committee for Trade and Plantations was considered 
adequate, but the plan of separate councils was soon revived, and 

much interesting information is forthcoming as to the Council of 
Trade (1668-1672), and the yet more important Council of Foreign 
Plantations (1670-2), and the Council of Trade and Plantations 

(1672-4). Professor Andrews proves that the former body was 
No. 71.—vou. XVIII. HH 
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really intended to be effective, and was not merely a piece of 
political manoeuvring to prevent trade with France, as Roger North 
implies in an account which Professor Ashley is inclined to view 
with approval (p. 94). It did not touch trade with France, but 
for a time considered many matters connected with domestic and 
foreign trade. More activity was admittedly displayed by the 
Council of Foreign Plantations, to which elaborate instructions 
were issued (App. II.), and it may have been on grounds of effi- 
ciency as well as economy that, in 1672, a new Council was 

appointed to act as a Council of Trade and Foreign Plantations, 

with instructions drafted, in part, probably by Locke (App. III.). 
These instructions present a complete statement of the principles 
of plantation policy, and the heads of business done by the Councils 
of 1670 and 1672 (App. IV.) show that the members took 
things seriously, and dealt with many of the matters committed 
to their care. When the Council was dissolved in 1674, control 
reverted to the Privy Council Committee which, from the Restora- 
tion onwards, had also exercised supervision and control of 
colonial affairs. As is well known, these Lords of Trade acted 

as a board until the creation of a separate Board of Trade and 
Plantation in 1696. 

It may be suggested in passing that one possibility of confusion 
would be avoided if the same title could be used uniformly. Thus 
the Council of Trade of 1650 is referred to under the name Board 
of Trade in App. I., and the Index to the entry books of the 
Council of 1670, described on p. 102, is quoted in Appendix IT. as a 
Journal, although the actual Journal is mentioned as missing. 

This brief and inadequate summary may convey some idea 
of the main outline of a valuable piece of research. Until 
recently the attention of historians has been directed almost 
exclusively to the religious, constitutional, and political aspects of 
the period. It is only as the result of scholarly spade-work, such 
as is now presented to us, that we can hope to reconstruct even- 
tually the economic history and policy of the seventeenth century. 
Towards that reconstruction Professor Andrews has contributed 
by showing how earnestly and continuously, during a period of 
domestic stress and change, the home government endeavoured to 
develop machinery adequate to deal with the new responsibilities 
created by colonial settlement and colonial trade. 

ELLEN A. McARTHUR 
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Théorie de l’Evolution. By G. DE Mouinari. (Paris: Félix 
Alcan, 1908. Crown 8vo. Pp. 257.) 

In this little brochure the editor of the Journal des Econo- 
mistes presents a summary review of historical development from 
primitive times to the present age. The standpoint from which 

“eé 
the survey is conducted is ‘‘ orthodox,’’ and we are not surprised 

to find that competition is given from the very outset special, if 
not exclusive, prominence as the prime agent of beneficent im- 
provement, and that in the modern days in which we are now 
living, and in that approaching future to which M. de Molinari 
casts an apprehensive rather than a sanguine glance, monopoly 
and protection are set alongside of war as the unkindly forces 
whose perverse but potent influence he contemplates with 

unconcealed misgiving. For, by a striking contrast, his optimism 
on the past is not maintained when he directs his gaze to other 

times. And yet that robust belief, so characteristic of French 

economists of the straitest sect, in the efficacy of unrestricted 

freedom in the economic sphere, does not suffice to palliate or hide 
some ugly incidents accompanying the progress wrought in 
previous ages. The justification of slavery as a habitual feature 
of early civilisation will be familiar to most historical students, 

but it may startle some, and it may not convince others, to find 
the invention of gunpowder put by the writer of this book on 
the same level as the discovery of the steam-engine in its effect 
upon the evolution of mankind. M. de Molinari is led by the 
nature of his subject and the limits of his space to attempt an 
‘* economic interpretation ’’ of history alone, and his treatment 
is open to further criticism because even within the restricting 
boundaries thus prescribed it produces some impression of dis- 
cursiveness and disproportion. For the objection may, we 
think, be raised that too much space has been devoted to 
primitive and early periods, and that when we arrive at later 

modern times we find a number of chapters dealing somewhat 

disconnectedly with particular epochs, and with special features, 

rather than presenting in orderly chronological succession a 
systematic survey of the main course and typical forms of develop- 
ment. Yet the author contrives to supply from time to time 
illuminating hints, and he has invested his story throughout with 
the attractive qualities of lucidity and point. These, indeed, we 
expect from the practised pen of a veteran writer who on many 
previous occasions has enriched French economic literature with 
the work of an industrious and accomplished mind. 

L. L. Price 
HH 2 
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Economic History of the United States. By E. L. Bocarr. 
(Longmans. Pp. xiii+ 522.) 

Tus is the most complete text-book of the subject which 
has as yet been issued, and will probably be widely read for some 
years to come. A certain absence of stimulus and suggestive 

interest seems to be inevitable in the modern educational manual, 

but all students owe a debt to the author for the care and impar- 
tiality with which he has sifted and arranged a considerable mass 
of material; with his aid it will be much easier to ‘“‘ get into”’ 
the subject than it has ever been before. 

Two chief defects in much that has been written on modern 
economic history are over-emphasis of commercial policy, and 
excess of quantitative and technical detail. The former is 
avoided by Dr. Bogart, and his book gains thereby considerably 
in realism and force. In avoiding the other evil he has been less 
successful ; too many of his sections read like translation of the 
decennial census into letterpress. There is, of course, plenty of 
room for different views as to the limits within which the study 
of economic history should be made a vehicle for conveying facts 
analogous to those which an older generation received from the 
‘* Child’s Guide to Knowledge.’’ Such information, however, as 
that ‘‘ Cottonseed oil . . . is used in making salad oils, oleomar- 
garine, lard, and soap’”’ (p. 297), seems to go too far in the 

direction indicated. 
It must not be supposed that Dr. Bogart lacks interest in the 

broader problems which his subject suggests. The contrary is 
evident in almost every chapter. But he is at his best in simple 
narrative and descriptive passages. His analysis of cause and 
effect is patient ; his reading and sympathies are evidently wide ; 
but he seldom throws much new light, and he is, perhaps, a little 
unimaginative in regard to civilisations other than his own. The 
dominant note in his work is a sanguine contentment with the 

tendencies of the western world as they appear in the United 
States. His delight in the size of his country and in its colossal 
progress are expressed with a naive frankness which cannot pos- 
sibly offend the reader. ‘He is not blind to the darker side of the 
picture, but one feels that his perception of the waste of natural 
products, of the cleavage between rich and poor, of labour and 
racial trouble, &c., is the concession of an optimist who retains 
a healthy confidence in the destiny of his race. 

The bulk of the book is divided into four parts. I. Colonial 
Development. JI. Struggle for Commercial and Economic Inde- 
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pendence (1763-1808). III. The Industrial Revolution and the 
Westward Movement (1806-1860). IV. Economic Integration 
and Industrial Organisation. In Part I. the relations with Eng- 
land are treated with the charity which distinguishes modern 
American work on the period. 

Part II. would have been strengthened, in our opinion, by more 
elaborate discussion of the economic aspects of the political 
system adopted by the new nation. Throughout the remainder 
of the book this side of the matter seems to be rather inadequately 
treated. But the lines within which the economic historian 
should work are at present drawn loosely, and it may be that 
many readers will congratulate the author on his comparative 
neglect of political momenta. 

Part III. will be the most interesting portion of the book to 
many English readers. Especially noteworthy are chapters xi. 
and xii., which treat of the important manufacturing develop- 
ment prior to 1860; chapters xiv. and xv., on transport; and 

chapter xvill., on the application of machinery to agriculture. 
Part IV. as a whole seems to us overcrowded with quantita- 

tive detail. The chapters on labour problems and organisation 
are clear and good ; ‘‘ Industrial Combinations ’’ are treated some- 
what inadequately ; the few pages on ‘‘ Commercial Expansion ”’ 
are also slight. 

The book is designed for ‘‘high school as well as college 
students,’’ and is elaborately ‘‘ methodical’’ in the sense in 
which the term is used by educational experts. Each chapter 
concludes with a list of ‘‘suggestive topics and questions,’’ 
together with ‘‘selected references,’ to which attention 
is sometimes directed by one or more stars. The whole 
is well indexed, and concludes with a full bibliography; it 
is ‘‘ profusely illustrated ’’ with maps, pictures, and diagrams. 
A high school or university teacher is thus provided with a kind 
of Baedeker to advanced teaching in the subject, which will 

enable him to ground his students thoroughly with a minimum 
of personal exertion. This part of the work seems to have been 
done excellently, though, at the risk of appearing hypercritical, 
we would suggest that the utility of the bibliography is not 
perceptibly increased by the inclusion of Professor Marshall’s 
‘‘ Principles of Economics,’’ whilst if Thorold Rogers’s ‘‘ Six 
Centuries of Work and Wages ”’ and ‘‘ The Economic Interpreta- 
tion of History’’ are included, it is not immediately obvious 

why his ‘‘ History of Agriculture and Prices ’’ should be omitted. 
Most of the illustrations help to make the text intelligible, but 
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this is not the case with all; the pictures of a ‘‘ corn shocker ’”’ 
(p. 292), a ‘‘corn husker and shredder ’”’ (p. 295), a ‘‘ basting 
machine’’ (p. 364), and others convey practically nothing to 
readers who have not seen the actual machines. On the other 
hand, the picture of a ‘‘ combined harvester and thrasher’’ (p. 

287) condenses in half a page all and more than could be written 
in a chapter. Wheat fields stretch to the horizon, and across 
them twenty-four horses drag a bulk of complex machinery which 
dwarfs the figures of the men who guide it. 

H. O. MEREDITH 

L’ Industrie Américaine. By ACHILLE VIALLATE. (Paris: Alcan. 

Pp. 492. 10 frs.) 

M. VIALLATE has written a lucid and well-informed summary 
of industrial tendencies in the United States. The book is based 
largely on works which are familiar already to English students, 
but the general reader will be well advised to borrow from France 
this excellent condensation. The author has spent some time in 
the United States, and can check and illustrate his authorities by 
personal knowledge and observation. 

H. O. MEREDITH 

Essays in Municipal Administration. By J. A. FarRuir. (New 

York: The Macmillan Company, 1908. Pp. 374.) 

THE value of Prof. Fairlie’s work and writings on the 
subject of administration in general, and municipal administration 
in particular, is so well known that a perusal of the present 
volume is likely to leave the reader with a sense of disappointment. 
It consists of a collection of nineteen essays, written at intervals 
during the last ten years, and of very different degrees of value. 
Some are of a purely general character, such as the opening paper 
on ‘‘ Some Phases of Municipal Government’ and the brief essay 
on ‘‘Instruction in Municipal Government’’; others are 
elaborately detailed accounts of special problems in particular 
American cities, such as the lengthy paper on ‘‘ The Street 
Railway Question in Chicago,’’ which does not appear to have 
reached a solution at the time the paper was prepared for publica- 
tion in the present volume, and the shorter article on ‘‘ Municipal 
Electric Lighting in Detroit.’’ 

A group of essays are stated to present ‘‘some observations 
on municipal government in Europe made during a visit in the 
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year 1906’; and a considerable part of the matter contained in 
them might have been omitted with advantage. A little over a 
page is devoted to Leipzig, and contains nothing beyond such 
brief notes as to municipal services as one might expect from an 
ordinarily intelligent tourist with a mild interest in municipal 
affairs, combined with a few guide-book sentences; Rome is 
dismissed in three pages, which tell us among other things that, 

‘‘in its architectural monuments and its collections of paintings 
and sculpture, Rome is one of the greatest centres of the world. 

All of these collections, which attract the attention of the visitors, 

are also open to the inhabitants of Rome on payment of the 
usual fees.’’ Florence and Venice each get two pages; of 
Florence we learn that ‘‘in many respects it is an attractive 
city,’’ and of Venice that ‘‘ gondolas take the place of cabs ’’ ; and 
Naples and Buda-Pest receive about the same amount of 
‘“‘scrappy’’ information, which serves no useful purpose. The 
London Traffic Problem is discussed briefly (apparently without 
reference to the Report of the Royal Commission), the Glasgow 
tramways and telephones are dealt with in three pages and a half, 
and recent Birmingham enterprises are described to the extent of 
four pages. A useful account is given of the municipal govern- 
ment in Vienna; but this does not redeem from mediocrity the 

particular section of the book which contains these European 
notes (pp. 287-349). 

It is the more unfortunate that Prof. Fairlie’s present volume 
should be handicapped in this way, since some of the essays 
which it contains are of real value. The account of the origin 
and organisation of municipal corporations in the American 

Colonies—they grew up in that group of Colonies in which the 
influence of the home Government was strongest, and their 

formation was entirely within the period from 1686 to 1746—is 
an extremely instructive contribution to the history of municipal 
institutions, and though its interest is almost purely historical 
it is probably the best thing in the volume. The article on 
‘* Municipal Codes in the Middle West ’’ (pp. 110-124) illustrates 
at once the movement towards a coherent and intelligible organisa- 
tion of municipal government on lines which are coming to com- 
mend themselves to reformers generally, and the extent of those 

divergencies between State and State which make it impossible 
to describe any particular form of city government (save in the 

merest outline) as being “‘ typical’’ of the United States. The 
long essay, by Professors Fairlie and Merriam, on the Revenue 
Systems of certain typical American and Foreign Cities (the 
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latter are London, Paris, Berlin, Vienna, and Glasgow), contains 

much information of interest as to the forms of local taxation ; 
but it is doubtful if it yields any results of practical value. The 
differences in municipal organisation, in the range of public 
services, in the conditions and habits of city life, and even in the 

purchasing power of money, are so great that comparisons of 
per capita revenue and expenditure have little, if any, meaning ; 
and the local revenue system is in each case so related to the 
methods of State taxation in vogue as to render, as a rule, any 

transference of a form of municipal taxation which has been 
successful in one country to any other practically impossible. 
The statement (on p. 213) that in European cities most of the 
direct taxes levied by the local authorities are in the form of 

additions to the State taxes, and that ‘‘ the taxes for the central 

governments are the larger portion of the whole, although the 
local taxes are also of weight,’’ is not quite intelligible ; certainly 
as regards the large Prussian towns the latter part of the state- 
ment is somewhat inaccurate, for there the local income-tax alone 

is normally anything from 150 to 200 per cent. additional to the 
State income-tax. 

The essays which deal with purely American conditions may 
be commended to those students who wish to realise the confusion 
of American civic institutions, the strivings after reform and the 
obstacles in the way. Probably such students will soon become 
convinced that, save in technical matters of administration, each 

country must work out its own salvation on its own lines; it can 

derive very little from others. Though we prefer Prof. Fairlie’s 
more systematic writings, it is possible to learn from this volume 
something of the lines on which a trained observer, striving after 
a rigid impartiality, expects a sound system of municipal govern- 
ment for the United States to be built up, and it is noteworthy 
that he is not, as so many civic reformers in the United States, 

an uncompromising advocate of municipal ownership. But is it 
quite certain that (p. 15), since in every city there are “‘ sectional 
divisions with tolerably distinct municipal interests and some 
elements of common social life,’’ such divisions ‘‘ ought to be 
recognised and emphasised in the political system’’? The one 
object of all who care for sound municipal government should 
surely be to diminish the force of sectional interests, and to 
replace them by the sentiment of a common citizenship. 

Percy ASHLEY 
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Johann Friedrich von Thiinen und seine Nationalékonomischen 

Hauptlehren. By Dr. Max Bicuer. (Bern, 1907.) 

Von THUNEN’s work, like that of other pioneers in economic 
theory, can be appreciated only with difficulty at the present 
day, when so many of the ideas which he struggled to grasp and 
explain are now to be found in every text-book explained with 
greater clearness than he could attain. This book is much to 
be commended as an exposition of the substance of von Thiinen’s 
writings, and should enable the modern student to acquire a very 

good idea of his work and of his position amongst the great 
pioneers. ; 

An agricultural Ricardo, one might call von Thiinen. It is 
impossible to doubt that he had quite independently grasped the 
theory of rent, though his exposition is obscured rather than 
helped by the elaborate and detailed calculations of the cost of 
producing and transporting the various commodities which would 
be grown at different distances from the central market town 

of his isolated state. Von Thiinen fixes his attention on differ- 
ences in cost of transport to the market as the fundamental con- 
dition determining rents, but he is more interested in the effect 

which differences of cost of transport have upon the distribution 
of agricultural industries. Ricardo fixes his attention on dif- 
ferences in the fertility of various soils, and it is the question of 
rent which interests him. The different circumstances of Ger- 
many and England at that time account for the attitudes of the 
two men. When we come to the question of wages, we must 
assign a higher place to von Thiinen than to Ricardo. The 
former has the merit of having grasped the idea that the efficiency 
of labour must be a factor in determining wages. His formula, 
doubtless, is too simple for the complexities of the case; the 
theory of value was not sufficiently developed to admit of any 
very comprehensive treatment of the problem. Still, von 
Thiinen’s formula was a great advance on the simple subsistence 
theory of wages which was current at the time, and it led von 

Thiinen to adopt a very sane view of the prospects of the working 
classes. He looked forward to a gradual increase of efficiency of 
the working classes through improved education, especially 
technical education. Increased efficiency and intelligence of 
labour, he argued, would operate to the advantage of the working 
classes in two ways: directly, in accordance with his formula, 

and also by allowing greater competition for posts requiring some 
education and intelligence, and so reducing the salaries of busi- 



458 THE ECONOMIC JOURNAL [SEPT. 

ness managers and officials. He did not seem to expect the state 
to play any great part in effecting this amelioration of conditions 
for the masses, but looked to the enlightened self-interest of 
parents and employers. His attitude is thus far removed from 

that of the Marxian Socialists, and perhaps errs on the side of 
optimism. In discussing interest, von Thiinen seems to pay 
attention only to the rate per cent., and to ignore the fact that 
nearly all the capital may be owned by comparatively few 
people. 

Those parts of von Thiinen’s theory which are open to the 

most serious criticism are his discussions of taxation and of Pro- 
tection. He holds a very alarming view of the effect of a tax 
on agricultural production. Theoretically, in the isolated state 
and practically elsewhere, he holds that a tax proportionate to 
the amount of produce must drive the more distant ‘‘ no-rent’”’ 
land out of cultivation and leave the displaced people to starve, 
since the tax cannot come out of rents; and to explain the in- 
cidence by supposing the price of the product to be raised, con- 
flicts, he supposes, with his wages formula. 

The present writer cannot quite agree with Dr. Biicher’s 
comments on this point. Dr. Biicher agrees with von Thiinen 
that the dire results are theoretically correct for the isolated 

state, because it is supposed to be in an unreal “ stationary ”’ 
condition. Should we not rather say that von Thiinen’s formula 

is inadequate to all the tasks imposed on it, and that his theory 
is at fault? The only important difference between the effect of 
a tax in the isolated state and the effect of a similar tax under 
ordinary circumstances is that in the former the effect is supposed 
to work itself out uninfluenced by any other change of circum- 
stances, whilst in the ordinary actual life time is required, and 

other circumstances may alter and produce effects which obscure 
the results of the taxation, as von Thiinen clearly perceives. 

In dealing with Protection, von Thiinen is not very satisfy- 

ing. He perceives the advantage of having goods produced where 
conditions are most favourable, but he has not got so powerful 
a grasp of this part of the subject as Ricardo. In considering 
what would happen to a country which abandoned Protection 
and admitted foreign agricultural produce from a country better 
suited for agriculture, he seems to regard the displaced agricul- 

turists as having no option but to starve or to emigrate to the 
more favoured region. His position is thus fairly described by 
Dr. Biicher as that of a Free Trader from the cosmopolitan stand- 
point, but from the national standpoint an opportunist. The fact 
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of any necessary connection between imports and exports and the 
possibility of fluctuation of the level of prices do not seem to enter 
into von Thiinen’s consideration. On the whole, one may say 
that von Thiinen had a clear conception of the doctrine of 
‘‘ margins ’’ as applied to prices, rents, and even wages, but he 
was not able to work out the conception to its fullest results. 

C. F. BICcKERDIKE 

Das Wirtschaftsjahr, 1905. Jahresberichte iiber den Wirtschafts- 
und Arbeitsmarkt. By RicHarp CALWER. Zweiter Teil: 
Jahrbuch der Weltwirtschaft. (Jena: Gustav Fischer, 

1907.) 

TuHIs statistical annual has apparently now reached its fifth 
year of publication ; it is in effect an abstract of the abstracts, and 

the long list of authorities given at the beginning shows how much 
trouble goes to its compilation. For those who know the meaning 
of particular groups of statistics and wish to lay their hands on 

the special amounts for 1904 and 1905 the Year-book is of value ; 
but we doubt whether an uncritical combination of heterogeneous 
numbers can be safely used by the non-expert. It is very notice- 

able that the statistics are produced by the various nations on no 
uniform plan, and that only in the simplest cases (such as the 
production of cereals and raw materials) can a definite comparison 
be made. The earlier part, concerned with production, is mainly 
confined to such raw materials, and we cannot find, for example, 

any reproduction of such well-known tables as give the consump- 

tion or production of pig-iron ; this may arise from the restriction 
of the tables to subjects contained in official (national) publica- 
tions. In the tables relating to foreign trade we are reminded 
of our own Statistical Abstract for the Principal and other Foreign 
Countries, which indeed contains the great part of the information 
given in this Year-book. Some further definition is wanted in the 
heading of several tables. Do the Export Tables relate to General 

or Special Trade? Does the table of shipping refer to the tonnage 
owned by the various nations or entered or cleared at their ports? 
The distinguishing excellence of the book is its clearness of type 
and portability. To those accustomed to the cheapness of Govern- 
ment publications, its cost (9 marks) appears considerable. 
Further, we are not yet given the statistics for 1906. 

A. L. BowLEy 
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On Collective Phenomena and the Scientific Value of Statistical 
Data. By Ernst G. F. GryzANovskI. With an Introduc- 
tion by FREDERIC TRICKERMAN. (American Economic Asso- 
ciation, August, 1906.) 

Ir is but rarely that attention is given to the fundamental 
functions of statistics, and the republication of this thesis in 

accessible form is therefore to be welcomed. The place of statistics 
is strictly limited by the author ; where knowledge can be perfect 

and causation certain it is only an auxiliary; where probability 
is involved, statistics finds its proper place ; with complete uncer- 
tainty of causation statistics is a trespasser. Under the heading 
‘* Registration,’’ the nature of averages is discussed, and the 

necessity of a measure of dispersion pointed out ; under “‘ Inter- 

pretation,’’ causality is analysed. There are five grades of causal 
connection, from the Necessarily Connected to the Totally Un- 

connected; the intermediate grades, Presumable Connection, 
Indirect Connection, and Apparent Independence, form the sphere 
of statistics. These divisions cut across the ordinary classification 
of sciences into physical, biological, and ethical, and exclude on 
the one extreme probabilities in physics calculated from theoretical 
laws, and on the other historical records; and the resulting 
analysis cuts out a good deal which has formed the subject-matter 
of statistics. ‘‘ Chance .. . is philosophically the reverse of acci- 
dent,’’ for the former is calculable, the latter not; the author, 

if we understand him rightly, wishes to limit statistics to cases 
where chances are calculable. But the statistical methods of 
criticising, establishing, and obtaining the significance of histori- 
cal records are only remotely related to calculations of chance, and 
we do not find that this very important function of statistical 
science fits into any of the categories proposed. The pamphlet 
concludes with a discussion of the relation between freewill and 
the apparent inevitability of statistical coefficients; individuals 
can act on some of the many causes which produce the general 
result ; when their action is not at random, but correlated, there 

is a definite and cumulative effect, which is shown by the gradual 
change of the coefficient. The fall in the birth-rate, observable 
since the author’s death in 1888, forms a good illustration of this 
last analysis. 

A. L. BowLeEy 
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Henri de Saint-Simon, die Personlichkeit und ihr Werk. By 
FRIEDRICH MuckLe (Doktor der Philosophie). (Jena : 
Gustav Fischer, 1908. Pp. vi+384.) 

‘“You must be an enthusiast if you are to accomplish great 
things.’’ That was the last dictum of St. Simon on his death- 
bed, and Dr. Muckle, at any rate, has proved its truth. His 

enthusiasm for his hero has helped him to produce a good book. 
It is not a biography ; it is an account of a system. It is divided 
into two parts; the first gives a very full account of St. Simon’s 
works together with sufficient biographical detail to make the 
author’s narrative clear, and the second deals with St. Simon’s 

influence. 
Schmoller has called St. Simon a clever adventurer, who 

certainly had some new ideas, but who also wrote much that was 

wild and extravagant. Nor does Schmoller stand alone in this 
view. But to Dr. Muckle St. Simon is a hero. -Yet despite his 
zeal he does not pass over St. Simon’s conceit and foolishness ; 

and he admits that he was sometimes paradoxical and often 
contradictory. But his excuse is that St. Simon must not be 
judged by the ordinary conventional standards. For he regards 
him as the most influential thinker of the nineteenth century, 

whose greatness is proved by the fact that two such differing 

schools of thought as those of Comte and Marx should both have 

drawn their inspiration from his teaching. 
Nevertheless Dr. Muckle is worth reading. He has made 

himself thoroughly familiar with St. Simon’s writings, and knows, 

too, the conditions amid which his hero lived—as witness one or 

two excellent sketches of the economic conditions in France at 

the beginning of the nineteenth century. Indeed, the book is full 
of information from cover to cover. The author gives a detailed 

account of St. Simon’s view of history, which in its highest 

sense he regarded as the history of human thought and human 
knowledge ; how political and military history he looked upon but 

as of secondary importance ; and how he divided universal history 

into eleven epochs, each characterised by certain well-defined 
features. On this view of history St. Simon built up his social 
system, which had as its aim to make possible for all men the 
unfettered development of their powers. In order to achieve this 
aim he propounded a scheme of government modelled on the 
English parliamentary system. Every nation was to have a 
parliament of this kind, and over all these there should be a 
European parliament. 
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Yet Dr. Muckle will not have St. Simon classed among the 
Utopian Socialists. He believes his teaching to have been 
eminently practical. St. Simon saw the struggle between the old 
Feudalism and the new Capitalism (embodied in industrial under- 
takings), and believing that the latter represented an upward 
stage in historical development, he became its prophet and its 
champion. ‘‘Tout par l'industrie, tout pour elle.’’ And by 
industry he meant all manner of useful labour. He demanded 
that political power should be given to the representatives of 
industry and of natural science, which he always regarded as 
bound up with industry and its advancement. This, according to 
Dr. Muckle, was the ideal of St. Simon’s social philosophy, and 
this, as well as his claim that the State should recognise the 
principle of the right to work for those who could work, and the 
right for State aid for those who could not, brought St. Simon 

very near to Socialism. 
But was he a Socialist? We cannot help thinking that Dr. 

Muckle does not give a clear answer to the question. He does 
indeed say at one point that St. Simon was not a Socialist. But 
he immediately qualifies his statement by asserting that there are 
very many Socialistic tones in St. Simon’s writings, faint as yet, 
but perceptible ; and twenty pages lower Dr. Muckle calls him 
the first Christian Socialist. Moreover, he disputes the generally 
accepted doctrine that Marx and Engels were the originators of 
the materialistic view of history. Dr. Muckle asserts that it was 
St. Simon who first gave distinct expression to that notion ; Marx 
only developed it and gave it greater precision. Altogether the 
section dealing with the relationship of Karl Marx to St. Simon 
shows great learning and a thorough knowledge of the subject, 
and is as interesting as that which bears on the relation of Comte 

to St. Simon. 
All this, however, has been considered more or less fully by 

other writers also. What is new in Dr. Muckle’s book is the 
thesis that Thomas Carlyle, while owing much to Goethe and 
Fichte, is wholly dependent on St. Simon for that teaching which 
best characterises him. Indeed, Dr. Muckle lays it down that 
Carlyle was but a brilliant populariser of St. Simon, and, moreover, 
an unconscious one. But we must confess that Dr. Muckle hardly 
makes out a conclusive case for his thesis. Even if Carlyle did 
write, ‘‘ These people (the St. Simonists) have some wonderful 
ideas which contain a good deal of truth ’’; or even if in Sartor 
Resartus he quoted a saying of St. Simon; or even if Mrs. Carlyle 
wrote in a letter, ‘‘ The most interesting acquaintances we made 
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were the St. Simonists ’’—all this, to which Dr. Muckle appears 
to attach no little importance, may show that Carlyle was not 
opposed to the teaching of St. Simon, but it does not give effective 
support to Dr. Muckle’s thesis. Yet this part of his book is 
worthy of special attention. He points out some interesting 

parallels from the writings of Carlyle and St. Simon. It would 
seem that their views on the French Revolution, on medieval 

ideals, on the future of the working. classes, on parliament, and 

on the franchise, show a remarkable similarity, which Dr. Muckle 

is at great pains to show by extracts from their works. The 

author’s enthusiasm for his hero here rises to a very high pitch. 
It is a pity that the book has no index. Dealing as it does 

with so many interesting topics, and giving pretty full information 

on most of them, the book would have been much more valuable 

with an index, more especially as the table of contents does not 
by any means do justice to all that it contains. 

M. EPSTEIN. 
- 

System der Verkehrspolitik. By JosEPH GRUNZEL. (Leipzig : 
Duncker und Humblot, 1908. Pp. vi+ 407.) 

Dr. JOSEPH GRUNZEL, with his usual thoroughness, has 

written a very useful book dealing with transport and the means 
of transport. He touches upon all means of exchange and all 

agencies which facilitate exchange—roads, railways, shipping, 
post, banks and banking—and concludes with a good chapter on 

insurance in so far as it affects transportable goods. ‘The book 
is descriptive right through ; the author is somewhat disdainful of 

theoretic speculation. It is very full and up to date, and above all 
things readable. Dr. Grunzel is able to make even the history 
of roads interesting. Nor does anything escape him. ‘The con- 

struction of railway-stations, the lighting of railway carriages, 
navigation laws and navigation policy, the building of harbours, 
the pros and cons of State ownership of railways, the difference 
between English and German banks, all receive attention. Indeed, 
it is not too much to say that the book is of the nature of an 
encyclopedia. It is well ordered; the author’s method is to deal 
first with the general aspect of each subject and then to give 
information concerning the existing conditions with regard to it 
in the chief countries of the world. It is essentially a book for 
those who wish for information; it is thorough and practical. 

There is a good index, and each section is followed by a useful 

bibliography. M. Hvernn 
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Soziale und individualistische Auffassung im 18 Jahrhundert, 
vornehmlich bei Adam Smith und Adam Ferguson. By 
HERMANN Hota. (Leipzig: Duncker und Humblot, 1907. 
Pp. xv+160.) 

James Mill und die historische Methode. By Dr. Karu MULLER- 
WERNBERG. (Bern: J. Zollinger, 1908. Pp. 87.) 

Dr. Hutu’s treatise is the 125th volume of Prof. Schmoller’s 
‘**Staap und sozialwissenschaftliche Forschungen.’’ His object 
is to discover the exact meaning of the term Society in the 
writings of Adam Smith and Adam Ferguson. He begins by 

tracing the trend of opinion in the seventeenth and eighteenth 
centuries with regard to the term Society, and he refers to over 
seventy authors of the period in all tongues of the learned. His 
book is a mine of information, giving seventeenth and eighteenth 
century views on the meaning of society, on the different forms 
of organised society and on the relationship of the individual to 
the community. To give but one example. If we turn to the 
section dealing with the idea of organised society we find the 
views of Bodin, Hobbes, Locke, Montesquieu, Shaftesbury, 

Rousseau, Quesnay, and Smith. The book ought to be useful, 
but, like most books of the kind, it makes somewhat difficult 

reading. It might be said that the author’s aim was to lay bare 
the historical development of the principle of laissez faire as found 
in Smith ; to show how it grew up in the seventeenth century and 
developed in the eighteenth. 

Much more simple in its aim is Dr. Miiller-Wernberg’s essay. 
He tries to answer three questions. Did James Mill adopt the 
historical method in his History of British India? If he did, why 
did he not use it in his writings on Political Economy? Further, 
io what extent do the views on Political Economy to which Mill 

gave expression in his History accord with those to be found in 
his purely economic works? And why does he ask these 
questions? His reason is simple. Adam Smith’s method was 
historical as well as philosophical, inductive and deductive. But 

his disciples discarded the inductive method. Now, the most 
important of these, according to Dr. Miiller-Wernberg, were 
Bentham, Ricardo, and James Mill. That Bentham and Ricardo 

should have proved faithless to the historical method our author 
can understand. The one had got used to the deductive method 
alone in his legal studies, and so used it in his economic studies 
also; the other had no knowledge of history, and perhaps lacked 

the historic sense. But James Mill? He was apparently a 
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professed historian. How account for his avoidance of the historic 
method in his purely economic writings? We should not be 
surprised to learn that this is a doctoral dissertation. Certainly, 
the questions which the writer set out to answer are not of the 
greatest importance, but he has done his work neatly enough. 
His conclusion is that it is a mistake to regard James Mill as an 
historian; that in reality he was perfectly consistent in not 

adopting the historic method in his economic works. Moreover, 
the economic opinions in the History agree with those in his 
writings on purely economic questions. 

M. EPSTEIN. 

The Distribution of Livelihood. By Rossincton STANTON. 
(New York and London, 1908. Pp. 125.) 

THE author attempts to lay down rules to govern the just 
disposition of livelihood under modern conditions ; and perhaps 
somewhat unwisely chooses to base his principles of production 
on a primitive condition of industry that has passed away. His 
‘* principles of production,’’ indeed—“‘ necessity ,’’ ‘‘ accumulation 
for seed,’’ &c.—would make a very interesting introduction to 

‘economics for aborigines ’’ if only one had not heard the same 
thing said, and better said, so often before. Primarily labour is 

applied to the gathering and producing of the fruits of the soil, 
but with a growth in the efficiency of labour, which as a rule 
finds vent in a more extended division of labour, a further class of 
workers is confined to working up the raw materials in some form 
or other. This is ‘‘landless’’ as distinguished from ‘‘ landed ’”’ 
production. There is a third class of labour ‘‘ which receives its 
valuation without regard either to land or labour, but solely under 
its constitutional competitive operation.’’ Corresponding to these 
three classes of labour are three types of value—Land, Landless, 

and Simple Value. The difference between this last value and 
that conferred by the comparative influence of land is interest, 
that between this comparative valuation and the direct value 
conferred by land is rent. All interest—except wages of risk 
and the reward of management—is to be eliminated by restricting 
the hours of labour. For the author is apparently sublimely 
ignorant of the nature of interest as deferred payment for stored- 
up labour, and equally so of the fact that capital would not be 
forthcoming except for a fair return. Rent is to be taxed out 
of existence, on grounds which might possibly have been valid in 
the days of Methuselah; but he altogether ignores the very 
No. 71.—voL. XVIII. 11 
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complex conditions of modern land tenure. He does indeed deal 
with some few objections in a later chapter, but these are by no 
means the most vital ones, nor is his treatment convincing. 

Of the book as a whole, one may say that it might have been 
interesting as an illustration of that sort of solution of modern 
problems which can be reached without a study of facts, if only the 
author’s language and reasoning were a little less obscure. ‘Too 
often, indeed, it is hard to understand what he really means; 

but some of his sentences might be useful as puzzles. As a 
producer of books, the author contrives to get along without much 
‘‘raw material,’’ that is to say, facts; and indeed of some im- 

portant principles which he sketches in an appendix, he lays it 
down that ‘‘ to ascertain their accuracy would require a very con- 
siderable and complex analysis that I am unable to attempt at this 
time’’ ; but he is content to express confidence that investigation 
will verify their correctness. One can scarcely conceive a more 
deplorable attitude. For the study of social problems has reached 
so advanced a stage that the least which can be asked of an 
author is that he shall base his system on a study of actual 
facts. Mr. Stanton is very severe on Adam Smith for assuming 
the principles of production. If, indeed, the latter did this, which 
is doubtful, at least he based his conclusions on a number of 

recognised facts and human qualities, while his critic rests only 
on his own opinion of what is right, and not of what is. His 
assumptions may, of course, be based on a wider study than is 
apparent in the book itself; but, if so, it does not appear from 
the course of the narrative, and if he has got any facts to show, 
Mr. Stanton has kept them out of sight. One cannot think, 
therefore, the book will possess any great value. For the casual 
reader it is too heavy and obscure; for the sociologist it fails to 
show any basis of facts. 

N. B. DEARLE 

Value and Distribution. A Critical and Constructive Study. By 
HERBERT JOSEPH DEVENPORT, Associate Professor of Political 

Economy at the University of Chicago. (Chicago, 1908. 
8vo. Pp. xii+582.) © 

THE issue of this monumental work is a reminder that the 
theory of value, by reason of the voluminous treatment it receives, 

will from time to time require such a “‘ critical and constructive ”’ 
treatment as the author sets out to provide. So far, good: for 
what the author proposes is likely to be not less useful than it is 
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difficult to carry out with success. The continual appearance 
of new doctrines makes it necessary from time to time to “‘ report 
progress,’ in order to unearth the elements of truth in each of 
them. A new theory of the author’s own is not indispensable, is 
perhaps better left out; but the great thing is to describe in 
concise and simple language the meaning and limitations of the 
most important, leaving the reader to draw his own conclusions. 
Such an operation as applied to the question of value and distribu- 
tion should be able to clear away much of the undergrowth that 
springs up so as to reveal the central conceptions with due clear- 
ness. 

Unfortunately the work before us is an example, an altogether 

admirable example, of how not to do it. For one thing it is 
far too long, covering as it does with the assistance of appro- 
priately extensive notes, 577 pages of not very big print. For 
to be of any use such a book must be such as to enable the student 
to grasp quickly and easily the whole history and relationships 
of the subject. Then again the language is far too involved, and 
the author falls into an error, not altogether uncommon with 
American economists, of producing a number of distinctions, sadly 
ill-equipped with differences. For instance, Chapter I. (pages 
1-7), on ‘‘ Various Cost Concepts,’’ contains quite a number: 
‘* Labour-Purchase Cost,’’ ‘‘ Labour-Time Cost,’’ ‘‘ Labour-Pain 

Cost,’’ and ‘‘ Labour-Value Cost,’’ and there is a fifth admitted 

to be not very distinguishable from this last. So far there is 
comparatively little to complain of; but taking up ‘‘ employer 
cost,’’ as opposed to ‘* employé cost,’’ the author gives us ‘‘ capital 
use cost,’’ ‘‘ abstinence cost,’’ ‘‘loan interest displacement, or 

investment opportunity, cost,’’ ‘‘capital product opportunity 
cost,’’ ‘‘ personal-wage displacement,’’ and ‘‘ personal-product- 
displacement (opportunity) cost,’’ and finally ‘‘ subsistence cost’’ 
falling into two, ‘‘ standard of living wage cost ’’ and ‘‘ minimum 
of existence wage cost.’’ Brought incidentally into a general treat- 
ment of the cost conceptions of value, these distinctions might 
serve a useful purpose as illustrations, but in a chapter preliminary 
to the discussion of the treatment of the subject by various writers 
they only breed confusion. 

Again, there are two ways in which such a critical and con- 
structive work can be advantageously arranged. The author 
may treat it as a development of the various theories of value and 
distribution without reference to persons, and, taking each chief 
theory in turn, show its rise and decline, and its connection with 

what goes before and what follows, and how it has led to the 
112 
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new theory that displaces or modifies it. This is the method most 
usually adopted. The other consists in the selection of a few 
chief economists to illustrate each generation and school of 
thought with perhaps a chapter or two on minor writers, and then 
to show one by one how ideas develop in their hands, and this 
has been done with great success in other fields. For the econo- 
mists in this case one might suggest Adam Smith, Ricardo, 
J. §. Mill, Jevons, the Austrian Economists, and Professor 

Marshall. Mr. Devenport manages to combine the disadvantages 
of both systems; for he spends far too much time in minute 

criticisms on individual economists, and gives no connected treat- 
ment on personal lines. Considering how wide a range his subject 
gives him, he would perhaps have been better advised to omit a 
treatment of individual economists, and confine himself to the 

first method. For at the present stage in political economy, we 
require something that shall be critical and selective rather than 
creative. 

But this portentous work apparently tries to take in every- 
thing, and covers many times the space needed for that treatment 
of the question that is most required. It reminds us that the 
words of King Solomon may have as good an application to the 
individual book as to the total number of them. For ‘‘ Of the 
making of many books there is no end’’ is surely as applicable 
to those writers who crowd a huge mass of matter in a single 
volume that few could read, as to the many who contributes each 
his small but probably useful quota to a large total number. 

N. B. DEARLE 

Special Committee on Unskilled Labour: Report and Minutes of 
Evidence. (Charity Organisation Society, June, 1908. 
Price 1s.) 

PossIBLy the most valuable result of recent experiments in the 
systematic relief of the unemployed has been the impetus given 
to the scientific study of the various aspects of the problem. The 
special Committee on Unskilled Labour appointed by the Charity 
Organisation Society was the outcome of a similar committee 
which inquired into the methods of unemployed relief in London 
in the winter of 1903-4, and which reported that permanent im- 
provement must be looked for in a “‘ better organisation of 
industry bringing about a diminished casuality of work, and a 
better organisation of the worker to meet such fluctuations as are 
inevitable.’’ Later experience has only confirmed this view of 
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the importance of casual labour as a cause of distress from un- 
employment in London, and the hopelessness of attempting to 
deal with it by means of temporary relief works. 

The search for a real solution is therefore of the first import- 
ance, and the work of this Committee is a step in the right direc- 
tion. Mr. Hamilton’s ‘‘ Introduction,’’ however, is at once some- 

thing less and something more than the report of a Committee of 
Inquiry. On the one hand the committee, composed partly of 
members of the Society, and partly of employers and others more 
or less expert in the subject, were unable to agree upon a detailed 
report. They therefore decided to lay before the public their secre- 
tary’s statement, and confined themselves to a few generalisations 
which are, indeed, in some respects an advance upon the common 

generalisations, whether of the public or of theorists, but which 

are only put forward as an outline to be filled in by further inquiry 
and experience. 

On the other hand, Mr. Hamilton’s statemént embodies 

the result of researches of his own beyond the evidence of the 

witnesses, and also discussions of the economic bearing of the 
material thus collected, which make it to a large extent an original 
treatise. The evidence given before the Committee, as is natural 
in a subject of such scope and complexity, is valuable mainly as 
describing examples of the organisation of unskilled labour, or of 
the want of organisation, with the personal opinions of men of 
practical experience as to the evils of the present state of things, 
and the possibility of improvement. Mr. Hamilton has supple- 

mented it by material drawn from the records of Distress Com- 
mittees and Emigration Agencies, the Census, the Board of Trade 
returns of the fluctuations of employment at the docks, investiga- 
tions at provincial and foreign shipping centres, and other sources. 

The report begins by a general discussion of the economics of 
casual labour. Being primarily the result of inevitable fluctuations 
of industry it offers immediate advantages both to employers and 
toemployed. The former gains in the elasticity of his wages bill ; 

the latter gains in mobility. Unfortunately casual employment 
destroys the very qualities required for the realisation of this 
mobility, while it fosters thriftlessness and indolence. The result 
is that the labour is maintained partly by high wages where em- 
ployed, and partly by outside agencies, public or charitable. Hence 
the process amounts to a ‘‘transference of the responsibility for 
finding sufficient employment from the stronger to the weaker,”’ 
with results which have to be paid for indirectly by both parties, 
and by the community. Nor do its evils tend to be correcteé by 
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the law of supply and demand. For not only is the supply con- 
tinually recruited by degenerates from other occupations, but the 
chances of employment attract a speculative supply in excess of 
the maximum demand. 

To break this vicious circle by the decasualisation of industry 
would, Mr. Hamilton points out, leave society faced with the 

temporary problem of the speculative surplus which would be 
rendered wholly unemployed, and the permanent problem of the 
degenerates rendered economically useless. Mr. Hamilton en- 
deavours to determine the relative magnitude of these problems 
from the past history of applicants to Distress Committees. His 
result is inconclusive, but the evidence brings out the one possible 
function of temporary relief work, viz., to prevent the degeneration 
of regular workers through temporary depression. 

As an introduction to practical methods of decasualisation the 
report describes in valuable detail the existing conditions of water- 
side, building, and cartage traders. In spite of wide differences a 
few common features emerge. In each the labour market con- 
sists of so many independent centres of employment—the dock- 
gates, the separate wharves—the foreman either stationary or 
moving from job to job over London. Each centre has its clientéle 
—grouped roughly into permanent, preference (whether ‘‘A’’ men 
at the London and India Docks, or simply men ‘‘ known to the 
foremen ’’), second preference (so to speak), and purely casual and 
unknown. Each centre has thus its separate “‘ floating reserve ”’ 
of labour, and at each the machinery of the vicious circle is in full 
operation. The amount of demoralisation which ensues depends 
upon the number of centres amongst which a given amount of em- 
ployment is divided. On this point the case of the London and 
India Docks—discussed in detail by Mr. Hamilton, and described 
in the evidence of the Company’s staff inspector—is conclusive. 
The substitution of the single large unit with a small mobile 
reserve for the separate centres at each department, has raised 
the proportion of permanent hands from 20 per cent. to 80 per 
cent., with an increase of efficiency and reliability in the men 
which more than counterbalance any incidental inconveniences. 

Mr. Hamilton comes, therefore, to the conclusion that the true 

remedy is to be sought in the organisation of the casual labour 
market by the ‘‘ substitution of a large area organised as a single 
market for labour, in place of a number of small areas in virtual 

isolation,’’ means being adopted to render labour ‘“‘ fluid through- 
out the extent of this large market.’’ He gives reasons for 
doubting whether this can be done either through trade unions or, 
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except to a limited extent, through individual employers, and con- 
cludes in favour of the method of public labour exchanges, whereby 
different employers could draw on the same “‘ reserve,’’ and the 
members of that reserve receive fairly regular work from a succes- 
sion of employers. 

To meet general depressions, Mr. Hamilton, recognising the 
inadequacy in the case of unskilled labour of individual thrift, 
advocates ‘‘ group responsibility,’’ whereby, as in the sphere of 
life insurance, the law of averages would be utilised for the assist- 
ance of the particular individual on whom the whole burden would 
otherwise fall. 

Whether, in order to make either of these recommendations 

effective, any form of compulsion would be necessary the report 

does not discuss. At all events they involve deliberate organisa- 
tion to remedy evils which the free play of economic forces not 
only fails to prevent, but tends to perpetuate and increase. The 
report therefore represents a distinct advance upon the doctrine 
that the solution of social problems may be left to this operation 
of natural laws, modified only by the prudence, initiative and 
energy of the weaker sections of the community. 

H. R. Maynarp 



NOTES AND MEMORANDA 

THE review in the Economic JourRNAL for June, 1908, of the 

Board of Trade’s investigation into working-class rents, prices 
and wages reproduced a table of index numbers intended to repre- 
sent the real wages in various geographical districts. Rent, 
prices and wages in London are each taken as. 100, and rent, 

prices and wages elsewhere are worked out as percentages of 
these; the price and rent index numbers are combined to form 
a new set representing the cost of living by giving the former a 
weight of four, and the latter a weight of one. The figures 
arranged in this manner for three districts are given below :— 

Rent and Prices Standard Real 
Rent. Prices, Combined. Wages. Wages. 

Tandon ... sie ses 100 100 100 100 100 
Midlands aes 51 93 85 85 100 
po), 50 97 87 84 97 

It may be worth pointing out that the method of weighting 
adopted leads to a more arbitrary result than appears at first sight. 
Suppose, for instance, rents, &c., in Ireland, instead of those in 

London, had been taken as 100; the table given above would 
read in that case as follows :— 

Rent and Prices Standard Real 
Rent. Prices. Combined. Wages. Wages. 

Co 200 103 122 119 98 
Midlands ney ee 102 96 97 101 104 
ON rn 100 100 100 100 100 

Thus, real wages in Ireland now appear to be 2 per cent. 
better than in London instead of being 3 per cent. worse; and 

real wages in the Midlands 6 per cent. better than in London 
instead of being equivalent. As rents are twice as high in 
London as in the Midlands or in Ireland, the Board of Trade 
have, in effect, weighted rents in those districts only half as 
heavily as in London. It is true, no doubt, that a London 

worker spends a larger proportion of hig income in rent than 
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does a worker elsewhere; but the disproportion is not so great 
as this, and the method employed goes far towards neutralising 
the disadvantageousness to Londoners of the high rents they 

must pay, thus making their real wages appear unduly high. 
The same uniform weight should not have been given to rent in 

all districts without distinction. 
The error in question is, of course, well known to theoretical 

statisticians; but the point is so seldom of practical importance 
that it is liable to be overlooked on the few occasions on which 
it has a more than theoretical interest. Only the combination of 
two circumstances is likely to lead to a significant error in the 
result—very wide fluctuations in an item which is_ heavily 
weighted. In the case of commodities, the particular system 
of weighting adopted is unlikely to have an important effect ; but 
when rent is included, both the above conditions are satisfied, 

and the consequent error is therefore great enough to exercise a 
material influence on the conclusion.. Mr.. Wilson Fox 
enumerates in his prefatory note to the Board of Trade’s report 
certain unavoidable circumstances which render the results 
afforded by the Board’s index numbers only approximate; but 
this, the most substantial error of all, and one which might have 

been partially remedied, seems to have escaped notice. The 
same criticism applies to the report on Germany. If the North 
Sea Ports, instead of Berlin, had been taken as base, Berlin 

would have appeared fourth on the list instead of second, and the 
order of other districts would have been changed; and by taking 

Central Germany as base even greater changes in the order would 
have been effected. 

J. M. Keynes 

NATIONAL FINANCE. 

THOSE who take an interest in national finance will have 
noticed, perhaps with some amusement as well as interest, two 
sharply opposed but very widely held views as to present condi- 
tions. On the one hand, we are told with unhesitating confidence 
that the revenue-producing power of the present system of taxa- 
tion has reached its maximum, and that to meet the growing needs 
of the future, not only in connection with the naval and military 
services, but also in the realms of social reform, the most pressing 

duty which lies before the Chancellor of the Exchequer is to 
‘‘broaden the basis of taxation.’’ Another large section of the 
population is equally insistent that taxation is already so heavy 
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as to bear oppressively upon commerce and industry; they see 
in the recent course of national trade the unfavourable influence 
of war taxation. 

Without taking sides, it is possible to obtain an instructive 
sidelight upon both views from a few figures relating to the 
national debt. Unless they have sufficient curiosity to analyse the 
returns of revenue and expenditure in the light of Budget speeches, 
few taxpayers realise that during the past three years they have 
assisted to provide not merely for the normal “‘ services ’’ of the 
country, but also more than £39,000,000 for debt redemption. 

The figures are :— 

1905-6 Net reduction for year..................ssccsscecsccseeees £7,746,304 
1906-7 _,, és Bel Siashnaptoweds oncuinuencaesseee ees 9,825,483 
1907-8 ,, ‘4 Cr 
1907-8 Surplus of income over expenditure .................. 4,726,000 

RI sao enece sn tackae arses vateel Re hedieseeanced £39,136,787 

Of course, the last item of four and three quarter millions will 
form part of the current year’s sinking fund, the full extent of 
which is not revealed at the time of writing, but it arises from 

the past year’s Budget, and its ultimate destination is assured— 
unless it is specially diverted by Act of Parliament to some purpose 
other than the customary automatic appropriation to ‘‘ old sinking 
fund.’’ 

So large a redemption of debt within so short a period is un- 
precedented, and it will be realised that debt redemption has been 
the one object of recent finance to which all else has been subor- 
dinated. There have been remissions of taxation, but they have 

been neither “‘ popular’’ nor very effective. They have arisen 
more from a desire to conform to strict free trade doctrine than 
to reduce the dead weight of taxation; indeed, the one effort 

seems to have been to maintain all sources of revenue except 
those which offend against the theories of the dominant economic 
school. 

The necessity of debt redemption is admitted, especially in 
view of the large increase due to the South African War, but, as 

bearing upon the two points of view that have been mentioned, 
it is interesting to ascertain to what extent the great reduction 
of the past three years has been due to what may be called volun- 
tary or supplementary appropriations—those in excess of the com- 
pulsory amounts required to be provided under the Finance Act 
of 1903. 

When Mr. Austen Chamberlain succeeded to the office of Chan- 
cellor, he found the fixed charge for debt-—1.c., interest and 
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‘‘new’’ sinking fund—standing at the normal twenty-seven 
millions. He added a round million for the financial year 1905-6. 
In the succeeding year Mr. Asquith maintained this increase, and 
added another half million. Again, in 1907-8 he maintained the 
million, and added another million and a half, which has been 

commonly described as ‘‘ear-marked’’ for old-age pensions. 
These items work out as follows :— 

ApDpDITIONS TO ‘‘NEW” SINKING Funp. 

1905-6 Mr. Chamberlain added .................ccccceesssseeees £1,000,000 
1906-7 Mr. Asquith continued. .. ..........ccccecssonsenssceces 1,000,000 

oe ne OO EO aR 500,000 
1907-8 ‘- continued ......... ses easetaneevessaeeeees 1,000,000 

x ‘<3 CI De veccrais Sev adgauecetsecarimaaess 1,500,000 

sa eRe ey Aud Soe heaaaeie Slaw snk £5,000,000 

The third and last items were temporary, but still they count, 
and it will be realised that the ‘“‘new’’ sinking fund has been 
very real and effective during the three years. The full amount 
which it has provided in the period has been :— 

**NEw ” SINKING Funp. 

Financial year, 1905-6 ...... ec eee cec ec ecee eee ees £3,449,338 
a rnp Raa ote 5,482,621 
fa te, I rev cecvesass scneceezsencnys 10,883,000 

RIND Sauces oeaas roca neseverenerguaorioveaeds £19,814,959 

A comparison of this latter total with the preceding one makes 
it apparent that between a third and a fourth of the ‘‘ new”’ 
sinking fund for the three years has been an entirely voluntary 
contribution. The soundness of the finance which dictated such 
an extension of what, until 1905-6, had been the legally specified 
allocation for debt redemption, may not be questioned. ‘The fact 
that it was voluntary is the point to be remembered. 

Whether the surpluses of the three years, which constitute 
what is called the ‘‘old’’ sinking fund, will be regarded quite 
so tolerantly, is open to question. It is a canon of finance that, 
normally, a large surplus is as much a sign of bad finance as is 
a deficit. The last three financial years have been years of sub- 
stantial surpluses, and in each case the bulk of the excess has 
arisen from the fact that the realised revenue has been greater 
than the estimate. To some extent this may have been acci- 
dental in the sense that it was impossible to measure exactly the 
improvement in revenue which would follow trade expansion. 
But hitherto the generally accepted belief has been that the 
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Treasury officials were capable of estimating revenue to within 
a very narrow margin. True, faith in this ability has been rather 
shaken by last year’s experience in connection with income tax 
—they estimated that the remission of threepence in the pound 
on earned incomes would mean a loss of £1,100,000 compared 

with the yield of a uniform shilling tax in 1906-7, whereas the 
actual yield, notwithstanding the remission, was £770,000 more. 
But probably, when the amounts of the surpluses for the three 
years are examined, many critics will incline to the opinion that 

the estimates have been what is euphemistically called ‘‘ very 
conservative.’’ The amounts have been :— 

SuRPLUsEsS—‘‘OLp” Sinxina Funp. 

Financial year, 1905-6 .............scceeeeeoee oe £3,465,620 
RS i MDE nc santas icaaccestasaseness 5,399,000 
= og) PEMMETEO — scneclivcaseccatcessesss ee 4,726,000 

MME 5. < scc non eds Vapivessnnaseasuanarseheaonmene £18,590,620 

‘ ’ The combined amounts of the ‘‘ new’’ and “‘old’’ sinking 
funds do not agree with the total reduction of thirty-nine millions 
set out above. To some extent this arises from the fact that the 
first three of those items are net reductions—t.e., after allowing 

for new debt created—and there is another source of error in that 
these net reductions have included miscellaneous items such as 
the China indemnity, and the proceeds of Suez Canal shares paid 
off, which are not included in either the fixed charges or the sur- 

pluses. Allowing for this, however, the main object of this brief 
investigation is illustrated. 

The final stage of the inquiry is reached when the extra five 
millions of the ‘‘new’’ sinking fund are added to the thirteen 
and a half millions of the ‘‘old’’ sinking fund to make a total of 
eighteen and a half millions of extra or voluntary debt redemption 
in three years. If the main object of the Budgets had been to 
remit taxation, and if, with that end in view, instructions had 

been given to the Treasury officials that estimates were not to 
be too ‘‘ conservative,’’ much of the eighteen and a half millions, 

if not all, could have been ‘‘consumed’”’ in advance by reduced 
taxes. What reductions might have been made may be left to 
be the subject of interested speculation, but it may stimulate curi- 
osity to point out that the margin would have been sufficient to 
cover a remission of 2d. in the pound off income tax for the whole 
period, or to wipe out the sugar duty completely. On the other 
hand, they who talk of the necessity of ‘‘ broadening the base 
of taxation ’’ may usefully remember that here are eighteen and a 
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half millions, which, given reasonably optimistic Budgets, and 
the determination to let the sinking fund take its ordinary course, 
could have been absorbed by projects other than debt redemp- 
tion. 

[Since this note was written the Budget speech has been 
made, and the net reduction of debt for 1908-9 is estimated at 

£14,400,000. This does not affect the total of the ‘‘old’’ sink- 

ing fund as given inasmuch as the £14,400,000 includes the 
surplus from 1907-8 (subject to the slight adjustment mentioned 
in the speech, which, after all, is merely a matter of account) ; 
but another ten and a quarter millions will be added to the 
‘“new ’’ sinking fund, making the total at the end of 1908-9 just 
over 30 millions. The net debt reduction for the four years 
thus becomes nearly 49 millions, and for the period for which 
Mr. Asquith has been responsible, just over 41 millions. Further, 
the latter reduction will mean a saving in interest of nearly one 
and a quarter millions annually, which, a year hence, will give 
a permanent charge of 28 millions for debt service, the equivalent 
effect of one of 29} millions in 1906-7.] 

A. DupLey Evans 

RECENT OFFICIAL PAPERS. 

Report of an Enquiry by the Board of Trade into Working Class 
Rents, Housing and Retail Prices, together with the Rates 

of Wages in Certain Occupations in the Principal Industrial 
Towns of the German Empire. [Cd. 4032.] Price 4s. 11d. 

In this report is presented the second instalment of the 
results of the investigation undertaken by the Board of Trade into 
the cost of living of the working classes in the United Kingdom, 

Germany, and France. The first country was dealt with in the 
report published early this year [Cd. 3864], and noticed in the 
June number of this JouRNAL. The present report relates to 
rents of working-class dwellings, the prices ‘* usually paid by the 
working classes for food and fuel,’’ and to wages and hours of 
labour, chiefly in the Building, Engineering, and Printing Trades, 
and in some municipal employments, in thirty-three of the prin- 
cipal industrial towns of Germany. Besides the general report, 

containing a résumé and discussion of the methods and results of 
the inquiry as a whole, there is a separate monograph on each 
town, giving much valuable information respecting not only prices, 
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rents, and wages, but also the distribution of occupations, the 

organisation of industry, wages’ agreements, factory rules, work- 
men’s societies, vital statistics, municipal enterprise, &c. 

One of the chief objects of the investigation being to obtain 
the data necessary for a quantitative comparison of working-class 
conditions in the countries under observation, the inquiry was con- 
ducted, as far as practicable, on identical lines to those pursued 
in the case of the United Kingdom. Most of the statistics of rents, 
prices, and wages relate accordingly to the month of October, 
1905, though much information of a later date is given. 

The actual amounts of rents, prices, and wages paid are 
printed, but all comparisons are made by means of Index Numbers, 

the construction of which is, on the whole, similar to that adopted 
in the United Kingdom report. Berlin, however, unlike London, 

has not within itself numerous examples of all the prevailing 
types of working-class tenements found in the course of the in- 
quiry. Hence the rent index numbers are based on the ‘‘ means 
of the predominant rents for each class of tenements ’’ in all the 
towns together, excluding, apparently, Berlin. The resulting 
index number for Berlin is then made 100, and the index numbers 

for the other towns adjusted accordingly. 
The index numbers for retail prices are based on the “ pre- 

dominant range of prices ’’ paid by the working classes for certain 
articles of food, and for coal, in October, 1905—a period too short 

to yield perfectly trustworthy results, for reasons stated in the 
notice on the United Kingdom report, already referred to. The 
exact meaning of the phrase ‘‘ predominant range,’’ and the 
method of fixing the limits of this range, are some- 
what obscure. It appears to be equivalent to a ‘‘ modal’”’ 
range, and to be the prices most often paid. The prices 
selected for the index numbers are weighted by numbers 
proportional to the quantities of the respective commodi- 
ties consumed on the average by a working-class family, as 
estimated from over 5,000 budgets of income and expenditure 
collected by the Board of Trade. The budget families are 
dispersed throughout the country; but, despite this fact, doubt 
may be expressed as to whether they are a fair sample of the 
working classes, since ‘‘ family budgets were sought for,’’ and 
the ‘‘ proportion of children in the budget families is clearly 
likely to be very much greater than in the population as a whole ”’ 
(p. xxii), and, one may add, presumably greater than in the 
working-class portion of it. Index numbers are formed for rents 
and prices combined, by giving the latter a weight of four as 
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against a weight of one for rent. The expenditure on rent, as 
shown in the budgets, is, unfortunately, not published, and one 

can only suppose that the budgets revealed that, on the average, 
the weekly food-bill was four times as much as the rent. 

Finally, index numbers are given, representing the level of 
wages in the Building, Engineering, and Printing Trades, and 
some municipal employments, though the latter do not enter into 
the construction of a set of index numbers designed to indicate 
the level of ‘‘ Real Wages.’’ These index numbers appear to be 
based partly on actual earnings, and partly on standard wages, 
in which case they are of doubtful value for comparative purposes. 

The several sets of index numbers for various geographical 
divisions of Germany are summarised as follows :— 

Mean Index Numbers. 

Geographical Division. } | 

Rent. Prices. ee | Wages.) | es Real | 
Combined. | | Wages. 

Berlin... co. ee OGD lt a 100 100 | 100 
Central Germany : 35 99 86 | 85 i 99 
Rhineland Westphalia— | 

Textile Towns ... .. 55 | 104 94 87 93 
Hardware Towns __... 64 | 100 93 89 | 96 

South Germany es 65 107 99 - tx a 
CEN ace see ska” ses 47 102 91 ss | 91 
OS ee eon 52 91 83 85 i 102 
Baltic Ports ... ... ... | 52 99 89 79 +| 89 
North Sea Ports ... ... | 59 | 101 93 93 | 100 

{ 

1 Skilled men in Building, Engineering, and Printing Trades. 

To the Englishman, the most interesting part of the report is 
that in which comparisons are made between the cost of living 
in Germany and in the United Kingdom. These comparisons are 
mainly considered from the point of view of the English migrant 

to Germany, who endeavours to maintain the same standard of 
living as in his native country. Many difficulties stand in the 
way of such comparisons, and while some are carefully handled 
in the report, others are inadequately dealt with. By 
re-calculating the rent index numbers for Germany on the London 
basis, they are made comparable with the United Kingdom 
figures. But while rents in the United Kingdom generally include 
an element of local taxation, in Germany they do not (except for 
water). A correction has therefore been made to the former by 

deducting 18 per cent. for local taxation purposes—an amount 
arrived at after communication with the local authorities of fifty 

towns in the United Kingdom. The result gives the ratio of 
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rents in Germany to those in England and Wales as 123 to 100. 

This, however, assumes equal accommodation, whereas, in fact, 

the rooms in the German tenement are stated to be ‘‘as a rule 
distinctly both larger and loftier than the English.’’ The 
German index number would accordingly appear somewhat too 
high, relatively to the English. 

The index number for (weighted) retail prices is given as 118 
for Germany, compared with 100 for England and Wales, and 
for rent and prices combined as 119 and 100 respectively. These 
ratios, however, like that for rent, appear too unfavourable to 
Germany. The German, for instance, buys his meat without 

bone and fat, so that what he pays in price above the Englishman 
he probably gets in consumable meat. It should not have been 
impossible to have made a correction to the index numbers on 
this account. But the report ‘‘ neglects’’ such ‘‘minor dif- 
ferences,’ although where they could have been allowed for it 
would certainly appear desirable to have done so. A correction 
for the difference just referred to would probably reduce the 
German index number by several points. 

The index numbers for weekly wages in the Building, 
Engineering, and Printing Trades are given as 83 for Germany 
and 100 for England and Wales. As already stated, however, 
the German index numbers are based on a mixture of standard 
rates and actual earnings, and are in consequence unsatisfactory. 
The report suggests that the German rates ‘‘ appear somewhat 
too high relatively to the English.’’ In connection with wages, 
it is important to have regard to the number of hours worked. 
These are 11 per cent. more in Germany than in England and 

Wales, and, allowing for this, the hourly earnings of the German 
are estimated to be only about 75 per cent. of those of the 
Englishman in the three groups of trades selected. In the 
formation of these index numbers, the amount of unemployment, 
though an important factor, is not considered. 

Summing up, it is seen that under ali four heads of rent, 
prices, wages, and hours of labour, Germany apnears worse off 
than England and Wales; but, for the reasons adduced above, 

the comparisons seem unduly unfavourable to the former country 
so far as rents and prices are concerned, while, as regards wages 
also, the comparison is of doubtful validity. 

A. D. WEBB 
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The Report from the Select Committee on the Hop Industry. 
Ordered to be printed July 6th, 1908. 213. 

THE imposition of a duty on foreign hops was the one sufficient 
remedy for depression in their industry which the majority of the 
hop-growers could suggest to the recent Select Committee, and 
the Committee’s report might briefly be described as an exhaus- 
tive argument against such a duty. But where the Committee 
of 1890 issued a very short report, summarily rejecting the idea 
of an import duty, and not suggesting any other remedy, this 
Committee, in a report of 20 pages, deal with the position of the 

industry at home and abroad, discuss fully all the remedies that 

were put before them, and make some recommendations to 
Parliament, which, if adopted, should prove of no little value. 

The most important of these, perhaps, is the one advising 

that brewers be made to declare the use of foreign hops. The 
Committee state that one of their reasons for refusing an import 
duty is the plea of some brewers that they must have foreign 

hops to mix with English ones. The report, however, suggests 

that consumers should be given the opportunity of deciding this 

question, and that not only the brewers’ books and the Inland 
Revenue returns, but also every cask and bottle should tell the 
public what proportion, if any, of foreign hops has been used 
in brewing their beer. Secondly, the Committee recommend that 

the Marking Act of 1866 should be applied, as far as possible, 
to foreign hops. Many growers are confident that this would 
put an end to the smaller importations from Germany and 
Belgium, since these are mixed lots and could hardly be given a 

mark. Thirdly, the Committee state that the use of hop sub- 
stitutes and preservatives is undesirable, and should be prohibited. 
Fourthly, they recommend that the burden of extraordinary tithe 
should be removed from land that is no longer under hops, and 
finally, that by extension and development of the Departments 
of the Board of Agriculture, English farmers be given better 

information about the hop industry in other countries. 
Taken altogether, these recommendations are capable of 

«effecting a great improvement in the position of English hop 
growers, but since their main request for protection has been 
rejected, the farmers’ clubs which have already discussed the 

report express little gratitude to Sir William Collins and the 
Committee for the patience and fairness with which they have 
conducted the inquiry. 

In dealing with the demand for an import duty, the report 
No. 71.—VoL. XVIII. K K 
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first shows that, quite apart from foreign competition, many home 
influences have helped to produce the present depression. Some 
of these are of long standing—the unequal treatment of English 
and foreign hops in the matter of marking, the extraordinary 
tithe, the rise in rates, possibly the matter of railway charges, 
and the system of tenure of hop-lands. More recent influences 

are, first of all, the reduced consumption of beer; there has been 

a steady fall from 37 million standard barrels in 1900 to 34 

million in 1907. Then the proportion of hops used to each barrel 
has diminished, owing to a change in the public taste and in 
brewing methods. Slighter influences are noticed in the use of 
hop substitutes, and in the arsenic scare of 1904 and 1905. Of 
cardinal importance, however, are the two remaining internal 

causes of depression—cold storage, and the excess of supply over 

demand. The former is a comparatively new process, dating 
back about fifteen years, but owing its great development to the 
present century, and perhaps especially to the huge crop of 1905. 
1904 had been a very short year, with prices running up to £10 

per cwt. In 1905 they were down to £2. The brewers made 
the most of their opportunity. Mr. Hanbury, speaking of his 
own experience, said to the Committee : ‘‘ Hops were very cheap, 

and the brewers bought large quantities to put into cold storage. 
In my own firm we filled our own cold store, then bought another 

and filled that, and eventually had to put hops away elsewhere 
as well.’’ The growers have based their recent outcry chiefly on 
the assertion that the low prices obtaining in the last two years 
are altogether exceptional, since these years have been short ones. 
Cold-storage is largely responsible for this, and one is inclined 
to wish that the Committee had put more stress on the fact. 
The words of Mr. Gretton’s minority report show the real signifi- 
cance of the new process : ‘‘ It has tended to regularise the prices 
of hops and to keep them on a lower basis than formerly, as it 
enables brewers to hold a stock of hops with comparatively little 
deterioration from season to season.’’ The growers complained 
to the Committee of 1857 that rapid deterioration compelled them 
to sell their hops, however low the price might be. The brewers, 
on the other hand, had to buy, however high the price, and in 
the memorable “‘ blight ’’ year of 1882, they actually paid as much 
as £30 a cwt. But with the development of cold-storage a great 
change has come, and hop-growers will have to alter their 
methods. The ‘‘ long view,’’ which expects occasional years of 
large profit to compensate for years of unprofitable prices, must be 
largely modified. 
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Perhaps the words which the Committee use of the famous 
Saaz district in Bohemia point to the necessary reform : ‘‘ Great 
attention is paid to quality; the hops are not forced or over- 
manured.’’ Most English growers maintain that manure is not 
a large item in the cost of cultivation, but it cannot be denied 
that the application of artificial fertilisers increases the risk of 
hop growing, and, by making the plant more liable to “‘ go off,”’ 
involves additional expense. 

Further, the adoption of less intensive methods would reduce 
the yield, and, as it seems clear that the industry is suffering 

from over-production, this would be another step in the nght 

direction. The Committee’s statistics for this matter have been 
criticised. They admit that there has been a great decrease in 
acreage, from the maximum of 71,789 acres in 1878, to the lowest 
figure for the last half-century, viz., 44,938 in 1907; but they 

state that intensive cultivation has kept the supply constant. 
They take the figures for the average annual crop, and show that 
these, whether grouped in periods of four, seven, or ten years, 

display no material falling off in the home production of hops. 

When it is remembered that the demand has undoubtedly 
decreased, it will be seen that the position is not unlike that 

involved in Rodbertus’ theory of over-production. One is com- 
pelled to think that gambling too often replaces sound business 
principles in hop-growing. 

After this the Committee can turn to foreign competition with 
the assurance that it is by no means the sole cause of depression. 
It is here that they begin substantially to differ from the minority 
reports of Mr. Courthope and Mr. Gretton, which admit the 
depressing influences mentioned above, but consider the chief 
evil to be foreign imports. Mr. Courthope would tax these 40s. 
per cwt., exempting colonial imports from half the duty; Mr. 
Gretton proposes 28s. on foreign hops, but no duty on those from 
the Colonies. 

The majority report does not consider foreign competition so 
potent a factor in the recent depression as to demand the excep- 
tional treatment of this particular industry. Its statistics show 
the average annual importations to have decreased during the 
last two decades, though the hop-grower replies to this that he 
does not care what the average may be, but complains that his 
market is spoilt by large importations, when, as in 1904, the 
English crop is short and promises to fetch a good price. 

The Committee also refer to the probability of over-production 
resulting from the imposition of a duty, and they note that the 

KK 2 
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combination of hop-growers for mutual protection and advantage 
seems as unworkable in the future as it has been in the past. 
Lastly, hops are a raw material of the brewing industry, and 
their case is not so exceptional that other agricultural products 
could not also adduce plausible arguments for protection. 

This practically sums up the actual conclusions of the Com- 
mittee on the question of a duty, but incidentally some strong 
points are made, which might have been developed. Thus, 
stress might have been laid on the statement that prices have 
been as low as £1 12s. 8d. in the United States, in spite of the 
import duty of 56s.; this might help to answer the claim of the 
first minority report that a duty in England would steady prices. 
And further, since it is American competition that is most feared, 

something more than a statement of the general position in the 
United States might have been given. The phenomenal ship- 
ments (chiefly of old hops), which caused so much excitement 
during March and April this year, are attributed to the desire 
of the importers to secure the advantages that would result from 
a duty, and to “‘ forebodings and anticipations ’’ which the Com- 
mittee hope their report will ‘‘dispel and discourage.’’ They 
might have given the English grower more assurance by 
emphasising the undoubted distress of the small American grower, 
and by pointing to the very speculative nature of the aims of the 
two or three American syndicates which run the great bulk of 
the imports. They may, however, have felt that such work is 
best left to the Board of Agriculture. Their concluding words 
seem to entrust the future of the industry to that Department. 

EK. CLEVELAND-STEVENS 

Report of the Commission on Taxation. (Boston: State 

Printers.) 

THE taxation of personal property and other questions of 
general interest are considered, with special reference to American 
institutions. 

Report of the Commissioner of Corporations on Cotton Ez- 
changes. (Washington, 1908.) 

Part I. deals with future contracts, in which the seller has 
an option of delivering different grades with a corresponding 
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‘‘ difference ’’ of price. Parts II. and III. deal with cotton- 
exchange methods of classifying cotton and with the range of 
contract grades. 

City NovTEs 

WE have received the following ‘‘City Notes’’ from 
“RR. G.”? :— 

Cheap Money.—In our June Notes reference was made to 
the reduction of the Bank-rate at the end of May to 23 per cent. 
as about the last step on the way toa stagnant money market and 
a long reign of 2 per cent. The anticipation has been confirmed, 
and the money market has continued sluggish; but as yet there 

has been no official fall to 2 per cent. The opportunity of cheap 
money in London has been made use of very largely by the Con- 
tinental banks to replenish their gold réserves} new issues of 
every kind have also increased, and preparations for large new 
Government loans, especially Russian, but including issues nearer 
home, are spoken of ; some little revival in the more speculative 

issues on the Stock Exchange, employing a portion of the surplus 
money, has likewise taken place. In these ways the actual 
decline in the official rate to 2 per cent. has been prevented. The 
main feature of the money market nevertheless is stagnation. 
In other words, the ‘‘ strike of capital,’’ such as always follows 
a period of inflation and collapse, is once more with us. 

Trade Dulness.—The signs of trade dulness have also been 
accentuated. The falling off in imports and exports in the 
leading countries is quite proportioned to the vast increase which 
took place in the three years ending 1907, being largely, of course, 
a decline in values consequent on a fall in prices which is the 
result of the dulness. The accounts of unemployment are also 
what might be expected in such circumstances, the official figure 
as to unemployment among trades unions having risen to 8 per 
cent. and upwards. The inference as to unemployment gener- 
ally being an equal percentage of all workmen is not justified, 
because the trade union ‘‘unemployed’’ really include large 
numbers of superannuated and others who ought not properly to 
be so classed, while there are many occupations, such as railway 
and domestic service, where the margin of fluctuation in employ- 
ment is small, so that the trade union figures are not a good 
sample of general employment. Still, apart from figures, the 
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reports as to want of employment in leading trades, especially 
shipbuilding and the iron trades, and the building trades, are 
most serious, and there is no doubt that the condition of things 
in manufactures and industry is probably more unsatisfactory 
at the present time than it has been for many years. 

Decline of Revenue.—One of the most unpleasant symptoms 
of this unsatisfactory condition is the decline of revenue which 
is an unwonted feature in our national finance for almost forty 
years, and may seriously affect Budget arrangements. None the 
less, a falling off of revenue in times of bad trade was formerly 
a most common occurrence. Even Mr. Gladstone was put out in 
his Budgets in 1860-2 by an unexpected decline of revenue con- 
sequent on the general discredit and stoppage of business attend- 
ing the outbreak of the American Civil War. There ought to 
be no cause for surprise, therefore, that a decline in the volume 

of business following a great collapse like that which occurred 
a year ago is also accompanied by a falling off in the national 
revenue. The consequent result of great difficulty in making 
up next year’s Budget ought to be foreseen. It is premature to 
make calculations till it is seen what the falling off really amounts 
to at the end of the current year, and whether it is likely to 
continue; but this changed condition of the national finances 

cannot but have far-reaching effects. 

The Death Duties.—One consequence of the general dulness 
is already visible in the discussions on the death duties and the 
high income tax. The continued weakness in gilt-edged securi- 
ties which might usually be expected to improve in a period of 

cheap money, excites more and more attention, and the usual 
explanation of new Government loans, actual and impending, is 
not accepted as completely explaining the phenomena. There 
has not been a period for many years in which new borrowing 

for governments has not been going on. There is a disposition 
accordingly among those who engage in the discussion to ascribe 
the dulness in the markets for gilt-edged securities to the new 
causes of the last few years—the high death duties and the high 

income tax which largely absorb money that would otherwise 
go into the investment market, or what is much the same thing, 
actually cause the sale of gilt-edged securities so that the taxes 
may be paid. In this last connection a remarkable statement by 
the new Duke of Devonshire as to the difficulty he has himself 
experienced in paying death duties is much referred to. We are 
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inclined to think that those who connect high death duties and 
high income tax with the depression in gilt-edged securities and 
with depression generally are not without warrant, and the view 
is in accordance with what has often been urged in these Notes. 
High death duties and high income tax in time of peace are not 

good finance, and there can be no real recovery in Consols or 

other gilt-edged securities until a return is made to sound 
methods of finance, which require first of all light and moderate 
direct taxes, as well as indirect. Whether the lesson will be 

learnt by the time next Budget is produced remains to be seen, 
but until it is learnt the national finances must go from bad 
to worse. 

Ezpenditure on Armaments.—It is urged by some that the 

real cause of our bad finance is the expenditure on armaments, 
and this may be the case to some extent. The nations of 
Europe, the United Kingdom included, might obviously have 
better finance, for a time at least, if they spent less on army and 
navy. Unfortunately expenditure on armaments is not always 
a matter of choice for an individual nation any more than expen- 
diture on dykes to keep out the sea is a matter of choice for the 
population of Holland, and may really be cheaper in the end than 
the disasters of actual war, just as the maintenance of dykes in 

Holland is cheaper than the disaster of an inundation. The 
allegation as to armaments thus carries one a very little way in 
the discnssion, except to emphasise the fact that, if such expen- 
diture on a large scale is felt to be necessary, the nation, both 
individually and collectively, should look to its ways and means 
and to other branches of expenditure as well as army and navy, 
and not esteem itself richer than it really is. 

The American Monetary Commission.—An event of some 
interest has been the arrival in this country at the beginning of 
August of a Government Commission from the United States to 
study the methods and practice of European countries as to 
banking and currency, and take evidence of European experts, 
with a view to banking and currency legislation in their own 
country later on. The Commission is headed by Senator Aldrich, 
one of the best known authorities in the States on banking and 
currency, and who had a bill of his own on the subject in the 
last session of Congress. The Commission must have valuable 
results, not only for the United States, but for Kuropean coun- 
tries as well. The investigation of the whole subject by a foreign 



488 THE ECONOMIC JOURNAL [SEPT. 

Commission, considering it from a different point of view (the 
history and economic condition of the United States being unlike 
those of any European country), will be extremely useful all 
round, not the less so that the United States history itself has 
been peculiarly chequered, and that bankers, merchants, and the 
Government there have had special difficulties to contend with. 
If we might make a suggestion to the United States authorities 
it would be that the whole study should be made with the utmost 
freedom and with the readiness to depart from old formulas, 
whether of American or European origin, characteristic of the 
United States people in other business arrangements. Why 
should not banking, for instance, be entirely free, so that any 

person or company may start a bank if they please, with as many 
branches as they please, just as they could start any other busi- 
ness? And why should not any bank have liberty to issue notes, 
subject only to the obligation of paying on demand notes that 
are expressed to be so payable, without all the elaborate arrange- 
ments for depositing bonds to secure the circulation and so on, 
which only obscure the subject? If there were complete freedom 
strong banks would live and grow, and weak banks die out, and 

the question of sufficient currency, varying with trade require- 
ments, would settle itself. Possibly at first a régime of complete 

freedom would foster speculation, though we think not; but the 
evil in any case would cure itself. On the whole, in spite of all 
the difficulties caused by too much legislation and interference, 
banking in the United States since the Civil War has become 
steadier from period to period, just as it has done in most 
European countries ; and the present writer has no doubt that the 
improvement will continue with or without changes in the 
Government arrangements. Credit keeps getting better from 
period to period, and that is the main thing ; but it is as well to 
give bankers and merchants as much liberty as possible to make 
their own arrangements. 

R. G. 

CURRENT TOPICS. 

At the annual bankers’ dinner at the Mansion House on 
July 3rd, the Governor of the Bank of England made a number 
of interesting references to the 7 per cent. bank rate in Novem- 
ber. The rate attracted gold to the Bank from seventeen different 
centres. It ‘‘came from comparatively poor countries like the 



1908] CURRENT TOPICS 489 

Scandinavian group, and even the small island of Malta contri- 

buted to the fund.’’ He claimed that much of the success with 
which the crisis was met was due to the fact that the banking 
system was not fettered by legislative enactments. He referred 

particularly to the action of the Governor of the Bank of France, 
who did much to relieve the strain by sending to the London 
market three million sterling for investment in English bills. 
The speech is reported in The Times of July 4th. 

THE subject of the direct representation of co-operators in 
Parliament was discussed at the Co-operative Congress which 
met at Newport, Monmouth, during June. The advocates of 
the proposal contended that it was ‘‘ undignified and humiliating 
that they should have to ask for assistance from Parliament when 
they had the power to secure it.’’ The proposal was strongly 
opposed on the grounds that no questions arose in the House of 
Commons which were confined to co-operators. The motion was 
defeated by a large majority. 

THE Council of the Charity Organisation Society have issued 
a statement condemning the non-contributory basis of the 
measure for Old Age Pensions. They consider that pension 
societies will reconsider their position, and that there will be a 
general relaxation of the efforts of relations and friends. Pro- 
ceeding to wider issues, they argue that if personal responsibility 
for provision against old age can be safely abolished, there is no 
logical reason for confining the principle to this particular case. 
They therefore foresee ‘* an irresistible agitation to multiply the 
occasions on which public money must be expended,’ and 
conclude that the measure is the beginning of a change which © 
‘all who regard character and thrift as necessary contributory 
elements in the comfort and happiness of the mass of the people 
should strenuously resist.’’ The statement is to be found in 
The Times of June 2nd. 

PROFESSOR PiGoU also contributed to the discussion of the Old 
Age Pensions Bill in a letter to The Times of June 24th. He 
pointed out that any sliding scale must discourage the efforts to 
increase the income between the limits within which the scale 
operated. He suggested, therefore, for consideration the possi- 
bility of excluding nof those with incomes above a certain sum, 
but those outside certain definite classes. All, for example, who 
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were not embraced in the manual labouring class or in certain 
defined categories of clerks might be excluded. 

THE British Constitution Association have sent two statements 
of their views on Poor Law reform to the Royal Commission on 
the subject. They consider that the Poor Law work of the Local 
Government Board should be transferred to a new department 
dealing exclusively with the relief of distress. They also suggest 
that Boards of Guardians might be strengthened by giving to the 
County Councils and other statutory authorities within the poor 
law area the right to appoint representatives. 

The Times of July 31st contains a long letter from Professor 
W. J. Ashley on the proposal to establish wages boards in sweated 
trades. He accepts the argument that these trades are ‘‘ para- 
sitic,’’ but ‘‘is obliged to confess to the gravest doubts as to the 
feasibility of the measure.’’ The chief reasons which lead him 
to this conclusion are as follows :—(1) The argument from the 

success of the present factory laws is weak, as the conditions in 

factories are far more open to inspection than those ci widely 
scattered homes workers. (2) The success of voluntary wages 
boards in organised trades is not a criterion of their effect in 
unorganised trades. (3) Experience shows that the decision will 
rest with the chairman. On what principle is he to determine 
his minimum? In the organised trades there are certain general 
understandings which have guided him, but there are none in the 
sweated industries. (4) The experiment in Victoria is not very 
conclusive. The Victorian Act of 1896 was passed during a 
period of severe depression, and was evaded while this depression 
lasted. The determinations were indeed enforced in 1906, but 

this was a year of extraordinary prosperity. Moreover, the total 
number of outworkers in Victoria is 1,600, while in the clothing 

trades alone in England and Wales 200,000 women and girls are 
employed as homeworkers. (5) The difficulty of enforcing the 
Act will show itself during periods of depression. For this reason 
the present is a peculiarly unfortunate time in which to initiate 
the experiment. Finally Professor Ashley recommends the system 
of registration, and urges that the first steps could be taken by the 
Government enforcing the payment of a minimum wage in its 

contracts. 

THE report for the year 1907-8 of the British Section of the 
International Association for Labour Legislation shows progress. 
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The Bulletin of the Internationai Labour Office has appeared 
in an English edition, containing the text of recent labour laws 
in all countries, notes on action taken in the interest of labour 

in the different Legislatures, and other valuable information. 
There has also been published a report on the administration of 
labour laws in the United Kingdom. The report takes the form 

of answers to a prescribed set of questions relating to the inspec- 

torial staff, the co-operation of the workers in the administra- 

tion of the law, and other particulars. This instructive docu- 

ment is drawn up by Miss Sophy Sanger, the hon. secretary of 

the British Association for Labour Legislation. 

THE Economic Bulletin, published quarterly by the American 

Economic Association, contains a department of ‘‘ Personal and 
Miscellaneous Notes’’ announcing recent appointments to 
academic positions, and other events of interest to economists. 
Another noticeable feature of the Bulletin consists of the reviews, 
which are at once brief and authoritative, cover the field of 

recent literature evenly, and appear soon after the publication of 

the works reviewed. _ 

WE cannot attempt to rival our contemporary in the regis- 
tration of the changes in the tenure of economic offices through- 
out a continent. But we cannot pass over in silence the death 

of Professor Schénberg, the editor of the stupendous Handbuch 

which is known by his name. He has been succeeded in the 
Tiibingen chair by Professor Harms, translated from the Uni- 
versity of Jena. 

ANOTHER eminent economist is lost to Tiibingen by the re- 
signation of Professor J. Neumann. His name also is familiar 
to students of the Handbuch. His article on the formation of 
price is distinguished—like De Quincey’s economic writings— 
by the instructive and recherché character of his examples. His 

advocacy, in a separate work, of progress and taxation is said 
to have largely influenced opinion in Germany. He is suc- 
ceeded by Professor Carl Fuchs, the author of a work on the 

trade policy of Great Britain (1893), which was reviewed in the 
Economic JournaLt. It has recently been republished in an 
English version, with a laudatory introduction by Mr. Parker 
Smith. An almost prophetic power of insight may indeed justly 
be attributed to the writer, who discerned in the early ‘nineties 
a tendency in English opinion towards protective arrangements 
with the Colonies. 



492 THE ECONOMIC JOURNAL [sEPT., 1908 

Mr. C. 8. Locw has resigned the Tooke Professorship of 
Economic Science and Statistics at King’s College, London. He 
is succeeded by Mr. E. J. Urwick, the Lecturer to the School of 
Sociology. Mr. Urwick is the author of a recently published book 
on ‘‘ Luxury and the Waste of Life.’’ 

Mr. H. J. MAcKINDER has resigned his position as Director 
of the London School of Economics and Political Science. He 
is retaining the Readership in Geography in London University. 
His successor at the London School of Economics is Mr. W. 
Pember Reeves, the High Commissioner for New Zealand. As 

Minister of Labour in New Zealand he was responsible for the 
well-known Compulsory Conciliation and Arbitration Act. He has 
described the legislative experiments of Australia and New Zealand 
in two works—‘‘ The Long White Cloud,’’ and ‘‘ State Experi- 
ments in Australia and New Zealand.’’ He is also the author of 
an ‘‘ Introduction to the History of Communism and Socialism.’’ 

Dr. JAMES Bonar, deputy Master of the Canadian Mint, 
will be among the non-resident lecturers in political economy at 
the Johns Hopkins University during the academic year 1908-9. 



RECENT PERIODICALS AND NEW BOOKS. 

The Economic Review. 

Juty, 1908. German Colonies. B. von Kornic. The exports and 
imports (in all some 250 millions marks), the cost to the mother 
country (against which there is a set-off of 60 per cent.), and 
other aspects of the German colonies, are considered. Under- 
payment and Sweating in a Provincial Town. Rev. A. J. CARLYLE. 
This is a report prepared by a Committee of the Oxford City 
branch of the Christian Social Union. The general wages in 
Oxford are lower than in most large towns. Low wages of men 
lead to the employment in large numbers of married women 
and schoolchildren. The average earnings of women are probably 
from 9s. tolls. The Marginal Utility Theory. W. W. CaRr.iLe. 
‘*Is the position taken up by Professor Marshall sustainable? 
. .. The utility of the thing bought is never just equal to the 
utility of the money given for it, but is always greater. If it 
were not greater why should the thing be bought? ”’ 

Journal of the Royal Statistical Society. 
The Peradventures of an Indian Life Table. Sm T. ATHELSTANE 

Barnes. The effects of good and bad cycles of harvest are traced 
in the age-distribution of the Indian population. The proportion 
of children under five is particularly large. Food Taxation in 
the United Kingdom, France, &c. S. Rosenpaum. Taxes on 
food yield less in the United Kingdom, taxes on drink more 
than in the three compared countries. Taxation of food has 
here increased largely since 1895, while there nearly stationary. 

On the Probable Errors of Frequency-Constants. I. Pror. F. Y. 
EpGewortu. Development of the North-West ‘Provinces of 
Canada. E. H. Goprrey. 

The Fortnightly Review. 

Aveust, 1908. Sweated Industries. G. R. Askwitu. Undeterred 
by the old scare that it is dangerous to drive a knife into delicate 
machinery, the writer sees no reason why the analogy of existing 
Wages Boards—arrangements of which he himself had ex- 
perience—should not be applied where neither employers nor 
employed are organised. 

The Edinburgh Review. 
Juty, 1908. Lord Milner and Canadian Preference. Lord Milner’s 

statistics are severely handled. 
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The Quarterly Review. 
JuLy, 1908. Canadian Problems and Parties. Referring chiefly to 

the question of immigration. Old Age Pensions. 

Quarterly Journal of Economics (Boston). 

May, 1908. Capital Interest and Diminishing Returns. F. W. 
Taussic. ‘‘ Are these advances to labourers? Do capital goods 
reproduce themselves? The law of diminishing returns as applied 
to capital by Carver, Clark, and Béhm-Bawerk ’’—such are the 
topics discussed. Administrative Supervision of Railways. H.C. 
Apams. A discussion of the twentieth section of the Act to 
regulate commerce (passed in 1887, amended in 1906). The 
Relation of Monopoly Price to the Rate of Interest. A. S. 
Jounson. Australian Economic Problems. I. The Railways. 
V. S. Cuark. A not unfavourable picture. The Price Policy 
of the United States Steel Corporation. E. 8. Meape. The 
policy of keeping the price of steel constant, however general 
prices may fall, is defensible. 

Political Science Quarterly (New York). 
JunE, 1908. Marzism versus Socialism. I. V. G. SIMKHOVITCH. 

Protection and Capital. A. 8. Jonnson. It is argued that pro- 
tection stimulates the formation of capital. ‘‘ Had all modern 
States maintained absolute free trade the vast capitals of modern 
industry would have been unknown.’’ 

Annals of American Academy (Philadelphia). 
May, 1908. This number deals with the Control of Municipal Public 

Service Corporations. The control of companies owning muni- 
cipal monopolies is compared with municipal trade. The Com- 
missions recently established by the State of New York for the 
regulation of ‘‘ Public Service Corporations ’’’ are described by 
several writers. Some business men complain of legislative 
restrictions ; but the general impression given is favourable. 

Juty, 1908. This number deals with the discussion of Federal 
Regulation of Industry. Part III. ‘*‘ On the Government and 
the Railways,’’ contains a paper on Governmental Regulation 
of Railroads, by Pror. Emory Jonnson, who gives a concise 
and lucid statement of the latest developments of government 
regulations, State and national, in America. ‘‘ The time has 
come,’’ he thinks, ‘‘ when we must accept not only the sound- 
ness, but the desirability of the practice of investing in some 
public body the power to say to the carrier that his charge, from 
the public point of view, is or is not a reasonable one.”’ 

A supplement to the July number deals with Child Labour and 
Social Progress. 

Journal des Economistes (Paris). 

May, 1908. Le rachat de l’Ouest. G. pE Nouvion. La concentra- 
tion industrielle. Les trusts et les cartels. A. Huarr. 

June. Le contrat de travail. E. Rocuetin. Une nouvelle théorie de 
la répartition de la richesse. M. Brettom. Augmentation de la 
monnaie divisionnaire en Allemagne. A. RAFFALOVICH. 
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Juty, 1908. Le vol et l’échange. G. pe Mouinart. Mouvement 
financier et commercial. M. Lastet. Revue des principales 
publications économiques de l’étranger. E. Castetot. This 
survey includes several Spanish economic periodicals, throwing 
light on the question whether Spain has lost by being parted 
from her Colonies, how much Cuba has gained by parting from 
Spain. 

tevue d’Economie Politique (Paris). 

JuNE, 1908. L’Assurance ouvriére en Autriche et les projets de 
réforme. M. Betitom. La circulation, le crédit et leurs instru- 
ments en Egypte. P. Armingon et B. MicHeEt. 

JuLty, 1908. Les relations commerciales Franco-Allemandes. B. 
Raynaup. Du Systéme monétaire du Grand-Duché de Luxem- 
bourg. G. Pamuarp. A history of the ‘‘ volte-faces’’ of the 
monetary unit—the franc, the florin, the france again, next 
the German thaler, and finally the mark conjointly with the 
franc. La circulation, le crédit, et leurs instruments, en 

Egypte. P. Armincon et B. Micurn. Une expérience socio- 
logique .. . l'industrie de la boucherie & Paris. H. Bourei. 

La Réforme Sociale (Paris). 

Juty, 1908. The organ of the Le Play Society of Social Economy 
records a remarkable discussion on Population. M. de Foville 
said that France, ‘‘ where everything is fertile but the inhabi- 
tants,’’ is now but 12 per cent. of an European aggregate, of 
which she formed 25 per cent. before the Revolution. Deaths 
have begun to gain upon births. The recent Commission was 
abortive. Its discoveries, e¢.g., the connection between 

‘* dechristianisation ’’ and depopulation—were not welcome to 
the powers that be. 

Revue Economique Internationale (Brussels). 

Juty, 1908. Les finances de la Russe. R. G. Levy. Travail et 
salaires des femmes en Angleterre. G. SHann. The wages of 
women are described as very small (minimes), absolutely, and 
comparatively to the wages of men. La monnaie peut-elle étre 
supprimée? M. Ansiavu. Referring to M. Solvay’s doctrine 
of ‘‘ comptabilism,’’ the writer conc/udes that payments without 
money are not more difficult to realise than vehicles without 
horses or wireless telegraphy. La France a Madagascar. H. 
Lown. 

L’Economiste Francais (Paris). 

June 20TH, 1908. La dépopulation de la France. Pierre Leroy 
Bravuuiev. The official statistics of the movement of population 
are for 1907 ‘‘ more desolating than ever.’’ The birth-rate per 
1,000 living has reached the “‘ ridiculously small’”’ rate [taux 
derisoire] , 19.7, for 1904-6, 20.7; against 25.3 in 1877-79. True, 
the birth-rate of the principal other European nations has fallen 
in the same period—in the case of England by a greater per- 
centage (of the birth-rate in 1877-79)—but they had further to 
fall before the birth-rate should cease to exceed the death-rate, 
as is now the case in France. Among the causes M. Paul Leroy 
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Beaulieu puts ‘‘ the taking from the people by the education 
which is given to them the hope of a future life and the ancient 
beliefs—the foundations of their traditional morality.’’ Among 
the remedies is approved M. Paul Leroy Beaulieu’s proposal to 
reserve employments under the State to fathers of three children. 

June 27TH. La dépopulation de la France (continued). The decline 
in the birth-rate is aggravated by the stationariness of the death- 
rate in France. The mortality in 1905-1906 compared with that 
of 1876-80 shows a fall in France of less than a seventh, of a 
quarter in England, Germany, and some other countries, of 
more than a quarter in Holland and Hungary. 

Les retraites ouvriéres. Paut Leroy Breavuuiev. The State in France 
contributes by the existing “‘ loi d’assistance ’’ near 100 million 
francs more than the State in Germany (45} million marks in 
1904), not much less than the proposed contribution in England 
(account being taken of difference in cost of living). The pro- 
posed French law is indefensible. 

Avucust lst. M. Paul Leroy Beaulieu describes the failure of Brazil 
to check the over-production of coffee by Governmental inter- 
position, and points the moral. 

Jahrbuecher fiir Nationaloekonomie (Jena). 

May, 1908. Zur Terminologie der ‘‘ Lohntarifgemeinschaft.’’ A. 
KLEEBERG. Zur gegenwartigen Lage der Amerikanischen Hisen- 
industrie. GuER. JuNE. Zur Reform der Binnenschiffahrt- 
statistik im Deutschen Reich. H. Scuumacner. Juty. Die 
wirtschaftliche Organisation der Geistigen Arbeiter. Victor 
Leo. Die heutigen kommunistischen Gemeinden in Nord- 
amerika. R. LierMany. 

Giornale degli Economisti (Rome). 

May, 1908. Il mercantilismo e lUeconomia politica. KE. Cossa. 
Sugli effetti della conversione della rendita. B. GrizioTtt. 

June. L’interpolazione per la ricerca delle leggi economiche. V. 
Pareto. A study in the treatment of statistics relating to 
frequency by methods of interpolation, especially Cauchy’s. Un 
antico innovatore italiano det metodi di cultura agraria. G. 
Anas. Referring to Camillo Tarello, author of a little book 
published in Venice, 1567, Il metodo ordinario di calcolo del 
costo di produzione dell’ uomo. G. SENSINI. 

Juty. Leggi agrarie restrittive nel settecento italiano. G. ANas. 
Il problema dei trasporti e il porto di Genova. N. Tremon. I 
comuni e le abritazioni popolari in Germania. R. Bapoatuio. 

NEW BOOKS. 

Auton (H.) and Houuanp (H. H.). The King’s Customs. An 
Account of Maritime, Revenue, and Contraband Traffic in England, 
Scotland, and Ireland; from the Earliest Times to the year 1800. 
Murray. Pp. 489. 10s. 6d. net. 
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BraBrook (Sir Epwarp, C.B.). Thrift Manual. For the use 
of teachers in primary schools. London: King. 1908. 

- [A series of articles by several writers, reprinted from the Charity Organisation 
Society, with a preface by Sir Edward Brabrook. ] 

BroapueaD (H.). State Regulation of Labour and Labour Dis- 
putes in New Zealand. A Description and Criticism. London: 
Whitcombe and Tombs. Pp. 280. 7s. 6d. net. 

Charity Organisation Society: Report of the Society’s Special 
Committee on Unskilled Labour. London: Denison House. 
Pp. 249. 

[Reviewed above. | 

CuayTon (JOSEPH). Robert Owen, Pioneer of Social Reforms 
London: Fifield. 1908. Pp. 68. 1s. 

Cuews (H., LL.D.). Fifty Years in Wall Street. New York: 
Irving Publishing Co. Pp. 1,062. 

Davies (A. Emit). The Nationalisation of Railways. London: 
Black. 1908. Pp. 125. 

[Reviewed above. ] 

Dewe (Rev. J. A.). History of Economies or Economics as a 
Factor in the Making of History. New York: Benziger Bros. 

Ever (Dr.). The Endowment of Motherhood. The New Age 
Press. ls. net. 

Kpstems (M., Ph.D.). The Early History of the Levant Com- 
pany. London: Routledge. Pp. 270. 

lay (C. Rt.). Co-operation at Home and Abroad. A Description 
and Analysis. London: P. 8. King. 1908. Pp. 403. 10s. 6d. net. 

ForpHAM (MontraGu). Mother Earth: A Proposal for the Per 
manent Reconstruction of our Country Life, and a Description of 
the Land Club Scheme. Open Road Publishing Co. Pp. 157 
1s. net. 

Forsyta (BP. T.). Socialism, the Church, and the Poor. 
London: Hodder. 1908. Pp. 82. Is. 

Gipson (A. H.). The Fall in Consols and Other Investments 
since 1907. An Investigation into the Causes which brought about, 
the Rise in Investment Capital Values from 1875-97 and the Fall 
Since. London: Simpkin. 1908. Pp. 100. 5s. 

Green (F. E.). The Small Holding. London: Lane. Pp. 122. 
3s. net. 

Gross (C., Ph.D.). Select Cases Concerning the Law Merchant 
A.D. 1270-1638. Vol. I. Local Courts. Selden Society's Publica- 
tions. Vol. XXIII. Pp. 159. Quaritch. 

International Labour Office, Bulletin of. London : Labour 

Representation Printing and Publishing Co. 1908. Pp. 702. 

[Referred to above. | 

Jounson (Mason A. G.). Leisure for Workmen and National 

Wealth. London: P. S. King. Pp. 242. 3s. 6d. net. 

No. 71 .—VOL. XVIII. LL 
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JupGeE (Mark H.). Political Socialism. A Collection of Papers 
by Members of the British Constitution Association. With Presi- 
dential Addresses by Lord Balfour of Burleigh and Lord Hugh 
Cecil. Edited by M. H. Judge. (Constitution issues.) London: 
P. §. King. 1908. Pp. 187. 

LatoucneE (Peter). Anarchy! An Authentic Exposition of the 
Methods of Anarchists and the Aims of Anarchism. London: 

Everett. 1908. Pp. 248. 6s. 

Law (A. Bonar, M.P.). The Fiscal Question. Five Recent 
Speeches. Revised by the Author. London: The National Review 
Office. Pp. 184. Is. net. 

[Reviewed above. ] 

London Municipal Society. The Case against Socialism: A 
Handbook for Speakers and Candidates. New York: Macmillan. 
London: G. Allen & Sons. 1908. Pp. 537. 

[With a prefatory letter by Hon. A. J. Balfour.] 

MayneE (Joun D.). The Triumph of Socialism. London: 
Sonnenschein. 1908. Pp. 148. Is. 

Price (L. L.). The Position and Prospects of the Study of 
Economic History. Oxford: Clarendon Press. 1s. 

ScHoouinc (JoHn Hott). The British Trade Book. Concerning 
the years 1880-1907. With a Preface by Pror. W. J. ASHLEY. 
(Third issue.) London: Murray. Pp. 491. 10s. 6d. net. 

Sranton (Rossineron). An Essay on the Distribution of Liveli- 
hood. New York and London: Farewell. 1908. Pp. 125. 

[Reviewed above. ] 

Surners (R. B.). Common Objections to Socialism Answered. 
London: Clarion Press. Pp. 1382. Is. net. 

VinoGRADOFF (P.). English Society in the Eleventh Century. 
Oxford: Clarendon Press. 1908. 16s. 

[The first part of this masterly survey deals with military organisation, jurisdic- 
tion, and taxation; the second with land tenure, rural organisation, and social 
classes. ] 

Watson (N. L.). The Argentine as a Market. A Report to 
the Electors to the Gartside Scholarship on the Results of a ‘Tour 
in the Argentine in 1906-7. (Manchester University: Gartside 
Reports on Industry and Commerce, No. 6.) Manchester Univer- 
sity Press. Pp. 63. Is. net. 

Buss (W. D. P., editor), The New Encyclopedia of Social 
teform. New York: Funk & Wagnalls. 1908. Pp. 1,321. $7.50. 

[Revised or rather rewritten.] 

Hankins (Dr. F. H.). Adolphe Queletet as Statistician. 
(Columbia University Studies.) New York: Columbia University. 
1908. Pp. 138. 

Cuappock (R. E.). Ohio before 1850. (Columbia University 
Studies.) New York: Columbia University. Pp. 155. 
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HARRISON (FREDERIC). National and Social Problems. New 
York: Macmillan. 1908. Pp. 450. $1.75. 

[Part ITI. deals with ‘‘ social problems,” chiefly the labour problem and socialism. 

Keuuer (A. G.). Colonisation: A Study of the Founding of 
New Societies. Boston: Ginn & Co. 1908. Pp. 629. 

[Designed as a text-book for the study of colonisation. ] 

Lee (G. §&.). Inspired .Millionaires. Northampton (Mass.): 
Mount Tom Press. 1908. Pp. 308. 

Lewis (A. M.). Evolution, Social and Organic. Chicago: 
Charles H. Kerr & Co. 1908. Pp. 186. 50 cents. 

[Standard Socialist Series. ] 

Macuear (ANNE Busu). Early New England Towns. Pp. 181 

Mitcuett (WeEsutry C.). Gold Prices and Wages under the 
Greenback Standard. (University of California Publications in 
Economics.) Berkeley: University Press. 1908. Pp. 627. 

[These statical materials of a future continuation of the author’s ‘* History of the 
Greenbacks,” form a valuable contribution to the study of index-numbers. The 
extensive use of ‘‘ medians” and ‘‘ deciles” is an interesting feature. ] 

SCHAFFNER (MarGaAret A.). The Labour Contract from Indi- 
vidual to Collective Bargaining. Madison, Wis.: Bulletin of the 
University of Wisconsin. 1907. Pp. 182. 450 cents. 

[Gives results of extensive investigations of actual conditions. ] 

Sparco (JoHuNn). The Common Sense of Socialism. Chicago 
C. H. Kerr. 1908. Pp. 184. 

[In the form of a series of letters. ] 

Ware (SepteY Lynen). The Elizabethan Parish in its Eccle 
siastical and Financial Aspects. (Johns Hopkins University 
Studies.) Baltimore: Johns Hopkins Press. Pp. 93. 

Wetp (L. D. H.). Private Freight Cars and American Railways 
(Columbia University Studies.) New York: Columbia University. 
1908. Pp. 185. 

Wuitin (EB. Stace). Factory Legislation in Maine. Pp. 145 

L.eROY-BEAULIEU (PAUL). De la colonisation chez les peuples 
modernes. 6™e édition revue et augmentée. Paris: Alcan. 1908. 
8vo. 20 fr. 

BRENTANO (L.). Die Kutwickelung der Wertlehre. Munich: G 
Franz. 1908. Pp. 84. 1m 

[Reprinted from Sitzungsboerichte der konig. bayr. Akademie der Wissenschaften. ] 

Conrad (Ess). Das Dienstsboten-problem in den Nord- 
amerikanischen Staaten und was es uns lehrt. Jena: Fischer 
1908. Pp. iii+83 

Gora (Dr. KMuspern). ‘Theorie und Praxis des Generalsstreiks 

in der modernen Arbeiterbewegung. Jena: Fischer 1908 
l’p. 144, 

[An extensive monograph. ] 

KauTtTsky (lX.). Die historische Leistung von Karl Marx. Zum 
25 Todestage des Meisters. Berlin: Vorwarts. 1908. Pp. 48. 
1 m. 
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Loria (Pror. AcHiuLe). Verso la Giustizia Sociale. (Studi 
Kconomico-Sociali Contemporenei.) Milan: Societa editrice. 1908. 

[This is a second and augmented edition of a well-known work published in 1904. 
Its contents are well summed up in a sub-title as ‘‘ Ideas, battles, and apostles.” ] 

Prato (G.). Rassegne  statistiche ed economiche. ‘Torino: 
Societa Tipografico-Editrice Nazionale. 1908. Pp. 309. 

[Deals chiefly with questions of emigration and labour. ] 




